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BRAINS AND GOOD MORALS. 





Some men are mental heavy weights but weak in their 
moral make-up; some are moral heavy weights but not so 
strong in intellectual ability. Brains and good morals are 
both essential for business success, but the man with 
sound morals and a good share of brains will overcome, 
in a long distance contest, the man of great intellectual 
weight and deficient morals. The latter’s mental equip- 
ment is handicapped by the constant caution put upon 
himself not to make a mistake or to appear inconsistent 
or to reveal his moral delinquencies. While the moral 
man, although not brilliantly intellectual, has always a 
clear conscience, is never fretted about being inconsistent, 
can attack his object in a straightforward way, and is 
sure to win on the home stretch. 
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What Is the Use... 


of saying ‘‘ the best company "’ 
or ‘‘ the strongest company ”’ 
or ‘‘ the largest company ’’ ? 


They are all these things. 
We say simply 


The Penn Mutual 
Life Insurance Company 


OF PHILADELPHIA. 
ORGANIZED 1847. 


That Tells the Whole Story. 











MASSACHUSETTS MUTUAL 


LIFE INSURANCE CO. OF 
SPRINGFIELD, MASS. 








FINANCIAL CONDITION. 
ASSETS, JAN. 1, 1905, - $37,071,298 
Liabilities, - - - 33,770,675 
SURPLUS, -_ = = 3,300,623 


JOHN A. HALL, President. 
HENRY M. PHILLIPS, Vice-President. 
W. W. McCLENCH, 2nd Vice-President. 
W. H. SARGEANT, Secretary. 


BOSTON | FRED C. SANBORN, Mer. 
OFFICE 31 MILK STREET. g 








Incorporated Undcr the Laws of Massachusetts, 


The Columbian 
National Life Insurance 
Company 


PERCY PARKER, President. 


FRANKLIN W. GANSE, 
Vice-President and Director of Agencies 


WILLIAM H. BROWN, Secretary. 





Exceptional Inducements 
are 
Offered Intelligent 
and Reliable Men 


to enter the service of 


The Mutual Life 
INSURANCE COMPANY OF NEW YORK 


It is the largest and best Company in the world 
and the most satisfactory Company to represent 


Applications may be sent to 
GEORGE T. DEXTER 
Superintendent of Domestic Agents 


32 Nassau Street New York City 





PHENIX 


INSURANCE 
COMPANY | 


OF BROOKLYN, N. Y. 


Has removed to its New Office, 
No. 68 WILLIAM ST., 
New York. 





The attention of Reliable Agents in search 
of desirable contracts is called to the 


JOHN HANCOCK 


MUTUAL LIFE INSURANCE COMDANT 


OF BOSTON 


S. H. RHODES, President. 

ROLAND O. LAMB, Vice-President. 

WALTON L. CROCKER, Secretary. 
None but the best forms of Life, Endowment, Term 
and Instalment Policies issued. See our Optional An- 
nuity Policy. Good Agency contracts to the right men. 

FRANCIS MARSH, 
Manager for Eastern Massachusetts, 

John Hancock Bldg. - 178 Devonshire St. 





*The Leading Fire Insurance Company of America” 


SS 


Witt. B. CLARK, President. 
W. H. KING, Secretary. 


A.C. ADAMS, C. J. IRVIN, 
HENRY E. REES, A.N. WILLIAMS, 
Assistant Secretaries. 





THE METROPOLITAN 
LIFE INSURANCE Co. 


(Incorporated by the State of New York) 
‘The Leading Industrial Insurance Company in America’? 
g pany 


Pays over Three Hundred and Ninety-one Death Cla‘ms Daily. 
Insurance in Force of over $1,470,000,000 


Permanent, Profitable, and Progressive Employment. 


AGENTS WANTED. 


Any honest, capable and industrious man, who is 
willing to begin at the bottom and acquire a com- 
— knowledge of the details of the business by 

iligent study and practical experience, can, by dem- 
onstrating his capacity, establish his claim to the 
highest position in the field. It is within his certain 
reach. The opportunities for merited advancement 
are unlimited. All needed explanations will be fur- 
nished upon application to the Company’s Superin- 
tendents in any of the principal cities, or to the 
Home Office, No. 1. Madison Avenue, New York City. 
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Men of Character are attracted 
to the Agency Force of the | 
Northwestern. 


Because the Northwestern accepts , | \ Q [ [ h W “ S [ C [ I] 


business only from regular agents 
of the Company. 


| 





Mutual Life Insurance 


| 
Because Northwestern policies e ; 
command 100 cents on the dollar. Co. ot Milwaukee "ear 


Rebating has been prohibited 
since 1893. | H. L. Pacer, President, 


Northwestern commissions | oe 





Organized 1857 


are for Northwestern | 


agents. GROWTH OF COMPANY. 


| Year. Insurance in Force. 


Best Results to Policy- Holders. 11865 . . . . . $ 11,217,155% 
Most Attractive Policies. a ss & & 4 98,793,982 
| Issues Partnership and Corpora- | 1905)... . «708,552,287 
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From the Life Insurance Independent, New York. 


Such is the unique title of a neat little compilation of deceptive fig- 
ures arranged by that ingenious statistician, Mr. Benjamin F. Brown, 
and published by the Journal of Insurance Economics. << Friction,” as 
here used, is defined as ‘* what it costs the company in expense and 
depreciation during a given period.” The pamphlet starts out with two 
sets of interesting ratios, covering a period of ten years. and just about 
as misleading as ratios always are. One set shows the comparative 
friction ratios, the other, ‘‘ increase ratios outstanding insurance” of a 
number of companies. As the druggist, when compounding a potion con- 
taining dangerous ingredients attaches a ‘* CAUTION” to the label, so our 
censcientious statistician in this case observes the same precaution : 


** Statistics are useful only when they are intelligently handled. In the 
examination and use of the figures contained in this booklet, two consider- 
ations should always be borne in mind: 

1. That ina company having a relatively large increase of insurance in 
force the tendency is to show a high friction ratio. 

2. That the experience of the past ten years cannot invarlably be 
taken as an indication of what the company may do for its policyholders 
during the next ten years.” 


No. 2 of this timely warning is correct, though somewhat mildly ex- 
pressed. It would be nearer the exact truth to omit the word « invari- 
ably.” No. 1 should be amended by inserting the word «sometimes ” 
after the word ‘ is,” for the alleged tendency manifests an annoying ten- 
dency to reverse itself. For example, in the case of the Northwestern 
Mutual Life we have an ‘increase ratio” of 106 2, one of the highest 
seven, and a friction ratio of 15.21, one of the lowest five. On the other 
hand, the Connecticut Mutual shows a higher friction ratio, 16.15, while 
its increase ratio is next to the lowest, 6.1. One company shows a fric- 
tion ratio of 30.55, next to the highest, and at the same time, instead of 
having a high increase ratio as the caution would lead us to expect, it 
has decidedly the lowest of all, 3 3. 

In other words, the ‘* Caution” as a whole might well be amended 
by striking out all after the word «+ handled ” in the first line, and insert- 
ing the following : 

‘*As the degree of intelligence requisite to the honest use of com- 
parative statistics implies a comprehensive knowledge of all the details of 
the business of every company — the relative number, kind and amount 
of all policies in force, the age of the same and the premium rates called 
for by them — with due consideration of the varying provisions of the 
several contracts of the different companies and a recognition of all other 
modifying conditions, with a judicial turn of mind capable of giving to 
each and every factor its due weight and force, supported meanwhile by 
a robust conscience that can be depended upon to stay right hy one from 
the beginning to the end — as all this is implied in the degree of intelli 
gence called for in the fair and honest use of these statistics, and as. 
manifestly, intelligence of this character is possessed by the agen's of 
only one company, all other agents are in duty hound to refrain from 
har“iing these statistics under any circumstanves wha‘ever.” 





Intelligent life insurance men who want to study ‘'Friction,’’ can 
procure it from the Journal of Insurance Economics, 
159 Devonshire St., Boston. 


PRICE, - - - $1.00. 
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FEDERAL REGULATION OF INSURANCE A PUBLIC DEMAND. 


RALPH W. BRECKENRIDGE BEFORE THE NATIONAL ASSOCIATICN OF LOCAL FIRE INSURANCE AGENTS. 


These are glorious times. The spirit of new 
things moves in the air. Moral force and ideas 
of rectitude are becoming dominating powers in 
business, politics, and society. Insurance, like 
everything else, feels the touch and inspiration 
of this dawning day. Events move rapidly. 
Changes of startling significance take place over 
night, all indicative of a sudden broadening in 
public opinion, an elevation in personal ideals, 
and an increasing demand for real world service 
freed from the dictates of selfishness and fear. 
The thoughts and ideas of yesterday have be- 
come traditions, and we find ourselves con- 
fronted by an awakened public conscience, 
whose demand for new ethical standards is 
irresistible. We must all move with the eurrent, 
and it is well, for it will set us upon higher 
ground.—Insurance Economics, June, 1905. 


The issues of public solution change 
with passing events. The tariff, the 
currency, our foreign policy, and 
other questions, have from time to 
time commanded public attention; 
and information has become general, 
and individual judgments the rule, 
concerning matters considered by 
specialists to be within their exclusive 
province. Present disclosures in con- 
nection with the management of the 
Equitable and other companies have 
set the public thinking and talking 
about a new subject; and the general 
ignorance about insurance which had 
passed into a proverb is being replaced 
by knowledge; indifference has given 
way toa spirit of keen inquiry, anda 
public sentiment is rapidly crystalliz- 
ing that will assure the condemnation 
and expulsion of unsound and irre- 
sponsible companies, the abolition of 
a system of state supervision of insur- 
ance under which blackmail has be 
come a science, and high crime and 
dishonesty flourish,and grafting, with- 


out limit, has reduced the funds which | 


men by toil and sacrifice have saved 





to provide for their wives and children 
and for themselves when old age 
erects an impassible barrier against 
the activities of life. 

You doubtless are familiar with 
many features of insurance super- 
vision, miscalled, by the several states; 
that is, you know that your compa- 
nies are required every year to pay 
certain sums in fees and taxes; but on 
what pretense so vast a sum of money 
as $25,000,000 should be annually ex- 
acted by the states from the insurance 
companies of America, or what pos- 
sible advantage the several states can 
confer upon either companies or 
policyholders in return for this enor- 
mous drain, no one can tell. 

The best, and perhaps the only rea- 
son is that money in sight is easy to 
getat. The ignorance at the bottom 
of all such legislative raiding is both 
astounding and intolerable; these bur- 
dens are laid upon the shoulders of 
the policyholders and not on the cor- 
porations who transact the insurance 
business. A dim recognition of this 
truth penetrates the legislative mind 
when through local infiuence or log- 
rolling, laws are enacted which dis- 
criminate in favor of local companies 
as against those of other states and 
countries. 


Interstate Character of Fire Insurance. 


Fire insurance serves as a basis of 
credit. It is, in fact, collateral. Com- 
mercial confidence and the credit sys- 
tem of our country rest on it as much 
as on the financial responsibility of 
men and mercantile corporations. 
The merchant who desires a line of 
credit for purchases from a manufac- 
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turer or wholesale dealer in a distant 
city is required to assure his creditor 
that the merchandise will be kept in- 
sured, not only in transit, but when it 
reaches its destination. Bankers re- 
quire their borrowers to carry fire in- 
surance. Borrowers upon the security 
of buildings are required to agree in 
advance to keep the property insured 
for the benefit of the lender. Every 
fire insurance contract written by a 
company outside the state of its crea- 
tion involves interstate commercial 
intercourse. The business requires the 
transmission of money from the in- 
sured to insurer, and in case of loss, 
from insurer to insured, the use of the 
mails and much interstate communi- 
cation. 

The states have long since departed 
from the policy of merely supervising 
insurance companies and exercising 
the function of sovereignty which re- 
quires from these companies a demon- 
stration of solvency and sound busi- 
ness methods, and many of them have 
become as remorseless in their exact- 
ness as highwaymen; but they have 
robbed the people in the name and 
through the machinery of law. So 
dense has been the public ignorance 
of the principles which underlie legiti- 
mate underwriting, and so supine the 
public indifference to the treatment 
accorded by state legislatures to the 
insurance companies that it has be- 
come the fashion to exact money from 
them as though it were a virtue in- 
stead of a wrong, as though it were 
good business and not folly; and I 
have seen the report of the insurance 
commmissioner of a nearby state to 
the governor of that state, which 
boasts that more money was produced 
last year by his department than by 
any other branch of the state govern- 


ment. 
Insurance in Essence a Tax. 


All insurance is, in its very essence, 
a tax; and the premiums paid are the 
self-imposed taxes which the prudent 
man pays to protect himself from loss 
by fire and to make certain that those 
he loves and who are dependent upon 


him will not face want or become pub- 
lic charges when he can no longer pro- 
vide for them. Out of the funds thus 
created and committed to the custody 
of the several companies engaged in 
the business, the losses are paid; and 
every burden laid upon these funds, 
whether by state laws that impose 
exorbitant taxes or license fees on the 
companies, by corrupt state officers 
whose levies of blackmail have he- 
come open and notorious, or by extrava- 
gant and dishonest management, is a 
tax on a tax—a thing utterly opposed 
to sound policy and economics. 

There is no difference in principle or 
in morals between the wrongful ex- 
orbitant taxation made legal by ignor- 
ant and prejudiced legis!atures and 
any other form of robbery, though 
for resisting the tax collector one may 
go to jail, and for shooting a robber, 
he will receive the commendation of 
his fellows. 

It is certain that when the people 
who yearly pay $1,000,900,000 for in- 
surance find out that they are being 
plundered, whether through needless 
or excessive taxation, or by dishonest 
insurance officials who put on the airs 
of a Roman governor and treat the 
money of their policyholders like the 
tribute paid to one, they will arise in 
wrath and might and put a stop to 
both kinds of pillage. It is high time 
to awake! 

It would be a glaring incousistency 
for the American people to indict in- 
surance officials for treating the 
money of their companies as though 
it were their own,and sit in complacent 
silence while the states do the same 
thing; for the people have permitted 
the states to tax the insurance com- 
panies as though their assets were 
private funds and not trust money. 
When the tidal wave of reform 
cleanses the management of the com- 
panies so as to check and prevent the 
further waste and misuse of trust 
moneys, it will also wipe out of exist- 
ence the organized legal plunder of 
the policyholders through the various 
iniquitous and ingenious forms of 
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taxation now in vogue, devised in 
ignorance of the principles of insur- 
ance and in malice. 


How State Supervision Fails to Protect. 

Reference has already been made to 
the numerous ‘‘wildcat’? companies 
which the state insurance commis- 
sioners confess their inability to deal 
with. State sapervision was created 
to prevent such companies from prey- 
ing on the public. ‘‘Solvency with 
publicity are the objects of super- 
vision’’ said State Auditor Hart of In- 
diana to the National Convention of 
Insurance Commissioners at their 
meeting at Columbus in 1902; and that 
convention reported a list of eighty- 
six fraudulent and unauthorized 
companies whose operations the sev- 
eral state insurance departments could 
not curb. That convention, and the 
one held at Baltimore the following 
year, adopted resolutions favoring 
congressional action forbidding the 
use of the mails to any company not 
authorized in the state of its domicile, 
and memoralized Congress, urging 
such legislation. 

State supervision is, therefore, an 
admitted failure in respect to the very 
thing which justifies its existence. 
State laws have no extra territorial 
force, and it takes the long strong 
arm of Federal law to reach and prop- 
erly punish rascality of this sort. 
Everyone knows that Federal laws 
are more rigidly enforced than state 
laws, and the offender against the 
United States generally gets his 
deserts. 

The Western Underwriter, in its is- 
sue of July 6, 1905, calls state super- 
vision a ‘‘bunco game.”’ Says the 
editor of that journal: ‘‘People pay 
for state insurance supervision, but it 
is very rank supervision. It is a juicy 
political plum and the dear public is 
buncoed.”’ 

The end and aim of supervision 
should be to see that companies 
are safe financially and honest in 
their dealings; but while there are in 
some states capable and efficient com- 
missioners or superintendents, who 


conscientiously perform their duties, 
the principal occupation of these offi- 
cials in other states is to draw their 
salaries and accept the certificates is- 
sued by the standard insurance states, 
such as New York, Massachusetts and 
Connecticut, of the solvency, etc., of 
the companies of those states./ In a 
number of states, dishonest petty offi- 
cials have brazenly collected black- 
mail not alone as the price of silence 
with regard to matters that should 
have been made public, but as the 
price of permission to transact busi- 
ness. The laws of nearly all the states 
vest in the insurance commissioners a 
discretion, which when either ignor- 
antly or dishonestly administered 
works unfortunately for the compa- 
nies supervised, and greatly increases 
the cost of insurance to the policy- 
holders. Tables compiled from the re- 
ports of twenty-eight states during the 
fical year 1902 show that those states 
received from insurance companies 
during that year over $5,000,000 more 
than the supervision cost them, and 
this sum does not include what they 
received in taxes. . 


The Burden of Fire Insurance. 


No legitimate business is so con- 
stantly assailed, so cruelly burdened, 
so little understood, as yours;and you 
are not free from blame for this con- 
dition of affairs: you are to blame be- 
cause you have permitted your com- 
panies to be robbed right and left—on 
the theory that you have not been in- 
dividually prejudiced; because you 
have not raised your voices in the 
states where you live against incom- 
petency or corruption in the insurance 
departments of your several states; 
because you have been so completely 
immersed in commercialism that asks 
to be let alone at any price, that you 
have submitted to the domination of 
cheap politicians rather than to stand 
out boldly in your several communi- 
ties in fearless and emphatic de- 
nunciation of the dishonor and wrong 
done your business, and through the 
companies you represent, the people 
you insure: you, the local fire insur- 
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ance agents of the United States, have 
in your hands the opportunity and the 
power to correct these abuses. You 
can, through your contact with the 
vast army of policyholders, create 
such a clamor for an economical and 
efficient suprvising of insurance as 
shall surely bring it about. 

The public has no confidence in 
state supervision; the companies ex- 
pect from the insurance departments 
of the several states only demands for 
money; and the state insurance com- 
missioners, with some very notable ex- 
ceptions, seem to regard the compa- 
nies as sheep to be shorn and their 
public service performed when they 
make them pay the last farthing. 
This is not supervision; it gives no 
protection to the public. The state in- 
surance departments are mere collec- 
tion agencies created and kept run- 
ning to help some state officer pay off 
his political debts. 

Of course, the states cannot be de- 
prived of the exclusive regulation of 
interstate business—that is, business 
done by the companies within the 
states where they are created. But the 
time has arrived for achange from 
state supervision of interstate insur- 
ance, that,.is, business done by the 
companies outside the states under 
whose laws they are created, to super- 
vision that aims at something higher 
and better than the collection of tolls 
and license fees; that will require an 
accounting of the uses made of the im- 
mense sums accumulated through the 
prudence, sacrifice and thrift of mil- 
lions of policyholders; that will fore- 
stall improvident and improper in- 
vestments and extravagant manage- 
ment; that will punish the fraud it 
does not prevent; that will reduce the 
cost of insurance by cutting off many 
millions of dollars of useless expen- 
ditures under the present system. 


No Valid Objection to National Control. 


There is no opposition to the move- 
ment towards Federal supervision; no 
one has suggested any valid argument 
against it; there are some who are 


afraid that a Federal department of 
insurance will make one more depart- 
ment to report to; there are others 
who fear that the states will not sur- 
render without a struggle their grip 
on the funds of the insurance compa- 
nies; and some who find a constitu- 
tional obstacle to the Federal control 
of insurance. 

This is not the time nor place for an 
elaborate discussion of the constitu- 
tional question involved, but I should 
be rightly charged with begging the 
question were I to omit reference to 
it. The power of Congress over the 
subject is conferred by that clause of 
the Federal constitution known as the 
commerce clause, and which gives to 
Congress the power ‘‘to regulate com- 
merce with foreign nations and among 
the several states and with the Indian 
tribes.’”’ Commerce is of two kinds; 
that which is the purely internal com- 
merce of a state, and that which is 
carried on among the people of differ- 
ent states or countries. 

Congress has no jurisdiction what- 
soever over that commerce which is 
confined within the territory of a 
state, but it has exclusive jurisdiction 
over interstate commerce, which is 
defined to be ‘‘commercial transac- 
tions and intercourse between persons 
resident in different states of the 
Union, or carried on by lines of trans- 
port extending into more than one 
state.’’ 

The question is then sharply pre- 
sented: Is interstate insurance inter- 
state commerce? Now there is no 
definition of commerce in our con- 
stitution; when the constitution was 
adopted there were neither steam- 
boats, railroads, telegraph or telephone 
lines; but Chief Justice Marshall de- 
clared that our great charter was ‘‘in- 
tended to endure for ages to come and 
consequently to be adapted to the 
various crises of human affairs.’’ 

It is true insurance is not a subject 
of trade and barter, but neither isa 
telegram; it is perhaps not a com- 
modity to be shipped or forwarded 
from one state to another and then 
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put up for sale, but neither is a tele- 
phone message. And the telegram in 
the one case and the telephone mes- 
sage in the other and the tolls paid for 
each are interstate commerce and sub- 
ject to regulation by Congress; and 
the supreme court of Iowa holds that 
insurance is a commodity. 


What National Supervision Will Do. 


The suggestion that a Federal de- 
partment of insurance will only in- 
crease the number of departments to 
report to is without foundation; if 
Congress creates a department of in- 
surance, it will supersede the state 
departments so far as any jurisdiction 
to supervise or regulate interstate in- 
surance is concerned. 

Federal supervision will go far 
towards solving the problem of taxa- 
tion,which now bears heavily and un- 
evenly upon the policyholders. It will 
wipe out that monstrous tax known 
as ‘‘reciprocal’’ or ‘‘retaliatory,’’ ex- 
acted by a number of states whose 
legislators have apparenty been ignor- 
ant of the fact that this nation isa 
union of states, not a pack of wolves 
snapping and snarling at each other. 

There never will be Federal super- 
vision over merely one kind of insur- 
ance. It ought to, and must, include 
all kinds. If, as I affirm, interstate in- 
surance is interstate commerce, there 
is no constitutional obstacle in the 
way of Federal supervision. It is to be 
presumed that many state legislatures 
will, when they next meet,discuss the 


advisability of stricter laws regarding 
insurance companies; and however 
well intentioned they may be, their 
ignorance of the business is likely to 
lead to the enactment of harmful 
statutes, and thus do injury and not 
good. Congress should act, and act 
promptly; a scheme of supervision 
that will bear some analogy to the 
control exercised by the government 
over the national banks will serve the 
purpose and give the public con- 
fidence. What the general government 
does, it does well; and if Theodore 
Roosevelt is given a chance to organize 
u department of insurance, the coun- 
try will know that it will be efficient, 
and that would do more than any 


other thing to preserve confidence in 
the great business of insurance and 
the companies who conduct it. 

There is no political obstacle in the 
way of Federal supervision. It cannot 
be supposed that the states will array 
themselves in hostility to the interests 
of their citizens. This question is not 
one of state rights, but of individual 
rights. The suggestion that the states 
will oppose Federal supervision be- 
cause they will thereby be deprived of 
the revenue which they now exact from 
the companies by way of taxation,and 
otherwise, is both irrelevant and con- 
temptible, and is besides mere specu- 
lation. 

The hour has struck; the people are 


aroused. Blackmail, incompetency, 
corruption, excessive and unequal 
taxation, extravagant management, 


the juggling of vast funds must end! 
President, press, people, without any 
regard to political beliefs and affilia- 
tions, are agreed that Federal super- 
vision is the thing needed. 

Who or what can stem the tide of 
public opinion? Let it roll, gathering 
potency and power in its onward 
sweep. Thieves will take alarm, in- 
compentence will be swept away, and 
Congress will respond to the demands 
of the people. Then will economy and 
honesty prevail, and safety be assured 
under the Federal supervision of in- 
surance. 





FEDERAL INSURANCE SUPERVISION. 


The information developed in the investigation 
of insurance companies in New York relative to 
contributions to campaign funds—in connection 
with the knowledge that Federal supervision is 
favored by the companies which made tbis con- 
tribution—has led to the suggestion that the 
proposition be abandoned. 

How absurd! The value of Federal super- 
vision is not to be judged by those who openly 
favor or oppose it, because it is just possible that 
the New York insurance companies do not really 
want Federal supervision and only favor it be- 
cause they know that it will ultimately be de- 
manded by public opinion and they propose, if 
possible, to have a voice in its shaping. 

Those who really and sincerely favor Federal 
regulation should not be stampeded into quies- 
cence because certain interests now under criti- 
cism are in favor of the proposition. Federal 
supervision is either desitable or not. The fact 
that one man favors it and another does not has 
nothing to do with the case. The only point 
upon which the intelligent publie opinion of this 
eountry should insist is that in the establishment 
of Federal regulation the ideas and desires of the 
great New York life insurance companies shall 
not prevail to the exclusion of others. 
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MUTUAL COMPETITION NEEDS DRASTIC REMEDIES. 





GEORGE P. SHELDON BEFORE NATIONAL BOARD OF FIRE UNDERWRITERS. 


Daring the last fifteen years the 
stock companies have devoted more 
time to encouraging the improve- 
ment of risks. There are certuin 
organizations engaged in this work, 
and they have got upon the books of 
the stock companies improved risks 
representing an amount of risks, we 
will say of $250,000,000 to $300,000,000. 
A large part of this is new business, 
new risks. Some of it represents risks 
taken from the mutual insurance com- 
panies. 

Let me refer to the other side. At 
the time this work began fifteen years 
ago, there were on the books of the 
prominent mutual companies in this 
country risks to the amount, we will 
say, of $600,000,000. 

Now, during these fifteen years, 
while we have gathered together un- 
der the jurisdiction of the stock com- 
panies risks to the amount of $300,- 
000,000, they have increasel their 
volume of business to $1,500,000,000, 
or an increase of $800,000,000 or $900, - 
000,000, while we have been getting to- 
gether $300,000,000. Where has that 
business come from? 

According to the best judges, at 
least one half of it represents business 
which has left the books of the stock 
companies because they would not en- 
courage the improvement of those 
risks, and were not prepared to make 
an adequate rate when they were im- 
proved. That can be proved beyond 
doubt. The work of those mutuals has 
been confined very largely to scattered 
risks, small towns and cities, but they 
are even now invading oar largest 
cities. The amount of the business 
which has gone from the books of the 
stock companies within the metro- 
politan district the last three years 
to the mutual ranks would surprise 
even our best informed underwrit- 
ers. 


Now, lam going to ask this ques- 
tion, as one of the mysteries, Are the 
rating organizations of stock under- 
writing companies formed to drive 
this business from the books of the 
stock companies, or should they be so 
managed as to open way for the im- 
provement of the risks and to retain 
every dollar of them for our compa- 
nies? 

Now, that is the question that con- 
fronts our exchanges and rating or- 
ganizations, and I voice the sentiment 
not of myself alone, but of a very re- 
spectable and important body of under- 
writers, that unless there is a change 
in our rating organizations,in this par- 
ticular, which will enable us to do with 
reference to an improved risk, what 
many organizations are now trying 
todo in the field of labor expressed in 
language something like this: ‘‘We 
do not object to a man belonging toa 
union and fixing arate at which he 
will work but certainly you cannot 
deny to another man the right to 
work ata price that he may fix for 
his own labor.’’ 

We say to the rating organizations, 
and we propose to say it effectively 
before many days, that while we do 
not require you nor compel you to 
underwrite these improved risks or 
encourage the improvement of them 
to the extent that we believe in, yet 
there are those who want to do that 
work, they want to do it fairly and 
honestly, with reference to their stock 
underwriting associates, and in some 
way the doors of our rating organiza- 
tions must be opened, so that when 
these companies are willing to write 
those risks at a rate that they believe 
to be adequate, with the improvements 
that their owners are willing to make, 
you shall not say to those companies 
that they shall not be written at 
those rates. 








—— 
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TWO SIDES OF NATIONAL SUPERVISION OF FIRE INSURANCE. 





Presented by James W. Beck and George P. Sheldon at the Annual Meeting of the 
National Board of Fire Underwriters. 





James W. Beck. 

We have entered upon the last stage 
of constitutional evolution when the 
present President of the United States, 
in his last message to Congress, called 
the attention of Congress to the great 
question whether this great interstate 
form of commercial intercourse, which 
entered into every home and vitally 
affected man in all his relations, both 
family and business, should not re- 
ceive Federal recognition,and whether 
our government should not place over 
this vast system of interstate com- 
munication the broad zgis of Federal 
authority. I had supposed that there 
was no reasonable difference of opinion 
on the part of insurance men on this 
subject of the desirability of Federal 
supervision. 

I had some part in framing the bill 
which has been introduced into Con- 
gress and which most of you have 
seen, a very mild and conservative 
measure, which is designed to raise 
the question of the validity of a 
Federal statute under conditions that 
will be most favorable to the assump- 
tion of Federal authority. 

After that bill was framed, as some 
of you may also know, I took the 
liberty, as special counsel of the Mu- 
tual Life, to address a letter to a num- 
ber of presidents of insurance compa- 
nies, both fire and life, asking for an 
expression of opinion on the subject 
of the desirability of the legislation. 
As to life insurance, I found a unan- 
imous opinion in its favor. But among 
the interests that you represent, while 
a majority favored it, yet there was a 
minority who dissented from any 
legislation at all. With the exception 
of one or two irreconcilable opponents 
to any form of Federal authority un- 
der any circumstances the chief ob- 
jection that was suggested by those 
who dissented was this: 

If Federal supervision only adds an- 





other master, of what value would it 
be? 

I admit that if, instead of having 
forty-five masters, insurance compa- 
nies will have forty-six, and that the 
other forty-five are in no respect to be 
influenced by the forty-sixth, either 
legally or sentimentally, then this 
whole idea of Federal supervision is 
but adding to the governmental bur- 
den and the legislation should then be 
defeated. 

But is such the ease? 

Sentimentally, I have no question at 
all, that if there could be constituted 
under the constitution a Federal 
bureau of insurance, that it could not 
fail to have a profound influence upon 
the state departments, even though 
each department’s legal powers re- 
mained as great as they were before 
the enactment of the Federal law. 
Because in the concentration of power 
in this country, the result of steam 
and lightning, we have grown to look 
with increased respect to the Federal 
government, and the action of the 
Federal government carries the great- 
est weight from one end of the coun- 
try to the other and sentimentally but 
not less practically affects the state 
governments. Many state departments 
would have a respect for this great 
central authority, which they never 
have for another co-ordinate and 
equal power. 

But apart from sentimental effect,. 
the question may be asked, What about 
the legal powers of the state govern- 
ments? They would not be entirely 
stripped of power. The New York 
state insurance department would 
still have controlof every New York 
state insurance company, and the 
Federal government could not in any 
construction of the constitution de- 
stroy that power. Similarly, a New 
York insurance company, if it went 
into another state and acquired prop- 
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erty there, could be taxed on that 
property, or it could te equally taxed 
upon the business done in that state, 
provided the tax did not discrim- 
inate in favor of domestic compa- 
nies. 

But the moment you hold that in- 
surance is a form of interstate com- 
merce, then it is no longer a privilege 
for an insurance company to engage 
in it, but it is a right guaranteed 
by the constitution of the United 
States and the right cannot be 
taxed to death. Then, and then 
only, will there be drawn about insur- 
ance that solemn circle of Federal 
power, to paraphrase Bulwer’s lan- 
guage, which will prevent the destruc- 
tion of insurance companies by license 
taxation or unfair inquisitorial laws. 

Then there would be no more Ar- 
kansas laws—a law that illustrates, if 
law ever can, the absurditiy of this 
attempt to subject a business to forty- 
five absolute despots. Here is a law 
that says that if any insurance com- 
‘pany in any part of the world makes an 
agreement outside of Arkansas as to 
rates which do not affect anybody in 
Arkansas, yet because they do busi- 
mess in that state they can be subject 
to punishment, although the offence 
is committed outside of the terri- 
torial boundaries of Arkansas. 

I want to press this with earnest- 
ness, because, gentlemen, we cannot 
afford in this most difficult task that 
awaits us to be divided. I tell you, 
you will never get that or any bill 
through Congress if there is a reason- 
able lack of harmony among the in- 
surance companies, whether life, fire 
or marine. The moment that there 
appears in Washington any consider- 
able insurance interest which says‘‘We 
do not want even to try this new de- 
parture,’’ that moment that power, in 
rddition to whatever state jealousy 
can invoke, will be sufficient to defeat 
this ‘‘consummation so devoutly to 
be wished.’’ 

But I say to you, as you value the 
future of your business, march 


shoulder to shoulder behind this most 


conservative measure, make every 
legitimate appeal to influence your 
members of Congress, because the 
task, even with harmony among in- 
surance interests, is going to be an ex- 
ceedingly difficult one; and rememter 
that, as you value the future of this 
overtaxed and government-ruined oc- 
cupation, make your appeal unceas- 
ingly to the justice of the American 
people, until they have accorded to 
insurance, as they have accorded to 
every other form of commerce, the 
broad and ample protection of the 
Federal government. 


George P. Sheldon. 


If there has been any sentiment 
among fire underwriters which ap- 
parently has not been heartily in 
favor of a movement for Federal 
supervision, that sentiment has orig- 
inated not because we do not desire 
such supervision but because there 
appears to some of us the danger that 
even with that supervision our condi- 
tion would not be better. 

Inasmuch as our friend Mr. Beck 
has referred to that sentiment as be- 
ing somewhat divided in the ranks of 
fire underwriters, it may not be out 
of order for me to say that as one of 
the committee of laws of the National 
Board, when we received his courte- 
ous circular and while there was 
pending before a committee of the 
American Bar Association this very 
subject, there was in the minds of 
many of the prominent executives of 
our companies a doubt as to whether, 
while there might result a sentimental 
improvement in our condition, it 
would hardly be actual so far as affect- 
ing our interests, and that it would 
be well for us to await developments 
at least for the next few months. 

Now I heartily agree with the 
statements that have been made, and 
yet, in my own mind, there come such 
questions as these: If as Mr. Beck 
admits there is left to the state of 
Wisconsin the power to tax us ad 
libitum as a condition for the permis- 
sion to do business in that state, tax 
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us ad libitum on the business that we 
do there, where do we get any relief 
from taxation by reason of Federal 
supervision? 

As I understand it, under no condi- 
tion whatever does the constitution of 
the United States recognize a corpora- 
tion as entitled to any rights what- 
ever. It does recognize the rights of 
individuals and will protect an in- 
dividual in one state although he may 
be a citizen of another; but does not 
the state, and will not the state have, 
under Federal supervision, the right 
to say what conditions it shall impose 
when a corporation comes to its door 
and asks to enter? 

Now will it have the same power to 
tax that it has today? Can the state 
of Wisconsin, for example, take from 
the insurance companies today doing 
business within its borders, the sum 
of five hundred and four thousand 
dollars in licenses and taxes, at an ex- 
pense to the insurance department of 
that state of less than twenty-two 
thousand dollars? 

Now that is the practical question 
that comes before us. 

Another question is this: We have 
at the present time in various states 
what are recognized as anti-compact 
laws. Those laws say to us that we 
cannot confer together, we cannot 
submit to one another our experiences 
in regard to certain classes of risks, 
and thus get that mysterious body of 
knowledge which our friend Hall has 
referred to, which enables us to fix an 
adequate rate upon a certain class of 
risk. What will Federal supervision 
do for us under those circumstances? 
Will it say to us, as it is about to say 
to the railroads, if the present ad- 
ministration has its way, ‘‘We will 
make the rates for you?’ Or, limit- 
ing it to the last expression of opinion 
from a prominent official of the gov- 
ernment, ‘‘We will fix the maximum 
rate that you can charge.”’ Is Federal 
supervision to do that for us? 

We do differ from life insurers, be- 
cause, aS is well known, the rates of 
life insurance companies promulgated 


by them are based on certain scientific 
principles known as tables of mor- 
tality, and they do not fear this sub- 
ject of supervision of rates. A repre- 
sentative of a prominent life insur- 
ance company called upon me last 
week. I introduce this as an example. 
He called upon me with reference to 
the situation in the state of Texas to- 
day, where we are, as you know, 
threatened with the imposition of a 
franchise tax for the privilege of do- 
ing business in the state, and in addi- 
tion to it, a working tax, a tax upon 
the premiums taken in by the compa- 
nies in that state. 

Some of the companies acting to- 
gether, or acting individually, have 
applied for an injunction to restrain 
that, and this representative of the 
life interest came to us and said, 
‘*Here, the fact that you have applied 
for an injunction to right what you 
deem to be a wrong has brought down 
upon us the wrath of the govern- 
ment and officials of that state, and 
the legislature of the state now in 
special session, and we want you—we 
the life insurance companies—want 
you to withdraw this injunction pro- 
ceeding in order that we may get rid 
of this adverse sentiment.’’ 

‘‘Well,’’ I said, ‘‘personally, I can- 
not do that. I know nothing indi- 
vidually about those proceedings. 
They have not been initiated by any 
committee or anybody that I am con- 
nected with. And if we have event- 
ually to submit to it, we fire compa- 
nies must necessarily add to our pre- 
miums the amount of the tax that the 
state imposes upon us.”’ 

‘*Bat,’’ he said, ‘‘we cannot do that.’’ 

There is a difference between the 
conditions governing the two kinds of 
companies. It may be reconcilable, it 
possibly is. If that difference can be 
reconciled, I know that we shall get it 
from the mind of our friend here, Mr. 
Beck, because I know we must all 
feel that he has brought before us to- 
night that which elevates in our own 
minds the business in which we are 
engaged,and makes us all feel that we 














140 





Journal of Insurance Economics. 











are really something in the great 
commercial interests of the country. 

Now, I raise these questions, I want 
it distinctly understood, not as oppos- 
ing Federal supervision, but as bring- 
ing before us the real condition of 
things in case it comes. 

We know today the national banks 
pay a franchise tax in the various 
states. It is true they are relieved 
from the supervision of state officials, 
and have only the visitation of the 
Federal official. It is true that under 
Federal statutes the process of wind- 
ing up a national bank and distribut- 
ing its assets is a model, and we would 
like very much if the funerals con- 
nected with our unfortunate compa- 
nies, in our line of business, could be 
conducted with the dignity and rever- 
ence which attends the winding up of 
a national bank. But as we heard to- 
night, that relief even will be denied 
us of having a respectable funeral. 

Now if we are to get no relief from 
taxes by Federal statutes, if we can- 
not confer together as to proper rates, 
where are we to get the substantial 
relief that is held out to us as coming 
from Federal supervision? 

Iask these questions in the interest 
of a great many who are seeking light 
in just that direction, and with the 
hope that such light may come as will 
make them hearty and unanimous in 
supporting any reasonable plan which 
will bring us under the supervision of 
the Federal government. 


James W. Beck. 


In the first place, Mr. Sheldon calls 
attention to the fact that the national 
banks are taxed within the states, and 
from that he deduces the fact that 
necessarily there will be an unlimited 
power of taxation with respect to in- 
surance companies quite irrespective 
of the situs of property, or whether 
the business was done within the 
state or not. 

Now, the answer to that I think is 
very simple. 

National banks are taxed for the 
simple reason that Congress by affirm- 





ative act permits them to be taxed. In 
other words, the shares of a national 
bank could never be taxed within any 
state, unless the Federal government 
by Federal act permitted it. 

Of course, Ido not mean to convey 
the impression, because it would bea 
very erroneous one, that the insur- 
ance companies occupy the same rela- 
tion to the Federal government as a 
national bank. Because the latter is a 
fiscal agency of the Federal govern- 
ment, over which it has almost as 
much control as over the United 
States mails, whereas, an insurance 
company is a private undertaking. 
Instead of an adverse inference being 
drawn from the taxation of the na- 
tional banks, a favorable inference is 
drawn, because this taxation is only 
permitted to the states by the permis- 
sive power of the Federal government 
expressed in an act of Congress. 

Now,regarding the second point that 
Mr. Sheldon made, I did not mean to 
imply that if a Federal law was passed 
the states could still tax the busi- 
ness of a foreign insurance company 
done within its borders ad libitum, 
and Ido not think I did say so. What 
I did say was this, that there would 
still remain to the states an equitable 
power of taxation over such property 
of a foreign corporation as had a situs 
within the state, or upon the amount 
of premiums collected within the state. 

If a New York fire insurance cor- 
poration were doing business in Wis- 
consin, and a Federal statute were en- 
acted and the supreme court had 
validated the Federal power, then un- 
questionably the state of Wisconsin 
could tax your real estate in Wiscon- 
sin; they could further say, ‘‘You do 
a certain amount of business and our 
domestic companies do a certain 
amount of business.’’ If you had ten 
millions of business and the domestic 
companies had one million of busi- 
ness, you must pay just ten times as 
large a tax, and therefore, the same 
proportionate tax as the domestic 
company. 

But the everlasting distinction is, 
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that that is not a franchise tax, tax- 
ing a company for the mere permis- 
sion to do business, because the per- 
mission to engage in interstate com- 
merce is a Federal power and as such 
cannot be destroyed by state taxation. 
But they may impose simply a legiti- 
mate revenue measure, imposed pro- 
portionately upon the amount of busi- 
ness done within the state, and im- 
posing no greater burden than is im- 
posed upon like corporations of domes- 
tic origin. 

Mr. Sheldon also asked about the 
Federal laws with respect to the co- 
operation as to rates. Undoubtedly, if 
interstate insurance is interstate com- 
merce, the Federal government will 
have the same power to forbid agree- 
ments to fix rates as they would have 
with respect to any other form of in- 
terstate commerce, and therefore the 
whole question of how they should 
deal with combinations which elim- 
inate competition would rest with 
Congress,and to the enlightened judg- 
ment of the American people, you, as 
well as anybody else engaged in inter- 
state commerce, would have to appeal. 

But are you in any worse position 
than you are at present under state 
law? Every state can now forbid you 
to make any agreement with respect 
to rates within the state, and they 
have now claimed the power in the 
Arkansas law, to say that you shall 
not cross their borders or do any busi- 
ness in their state, if you have made 
outside of the state an agreement to 
control rates. In other words, they 
have projected the power of each state 
over the entire world. Why? They 
say that they can exclude you from 
entering the state upon any terms 
that they think proper, however 
arbitrary or capricious they may be, 
and therefore your situation could not 
be any worse if you had a Federal 
power, which, while destroying the 
capricious power of the state under 
present conditions, could, subject to 
the guarantees of the constitution, 
forbid combinations to eliminate com- 
petition in interstate insurance. The 
very assertion of the Federal power 
would be the exclusion of the state 
power; because it is fundamental, in 
the constitutional system of our gov- 
erment, that, where there is Federal 
authority for interestate commerce, 
and with that power Congress has 
spoken, then no state has any power 
to interfere by restrictive legislation 
as toa matter under Federal protec- 
tion. 

It would be infinitely better to limit 


the present unlimited and arbitrary 
power of the forty-five states, even 
though you are obliged to submit to 
the power of the great central govern- 
ment. 





SEEKING OUTSIDE INSURANCE. 


From “ Fire INSURANCE ENGINEERING.” 


Two facts stand out boldly in the history of 
fire losses in this country: (1) On an average 
probably more than 35 per cent. of the losses 
are not covered by insurance. (2) Every year 
thousands of individuals and firms are unable to 
obtain within the state where their properties 
are located all the insurance they require against 
loss by fire. The result is an abnormal waste of 
capital—a waste that is not distributed over the 
entire country, as losses that are covered by in- 
surance are, but a waste that falls heavily on 
firms and individuals. 

Could two stronger arguments be given in 
favor of better construction of buildings, better 
protection against the spread of fire from one 
building to another and better facilities for 
fighting fires? Is it cheaper to ‘‘ take a chance,” 
or would it not be a profitable investment to 
put more money into the construction and pro- 
tection of a building? Loss of business may 
and does frequently follow a fire. 

It is true that the situation is relieved slightly 
in some states by laws allowing an individual or 
a firm to procure additional insurance from 
companies not authorized to do business therein 
upon filing an affidavit stating ‘‘ that the party 
desiring insurance is, after diligent effort, un- 
able to procure the amount required to protect 
the property owned or controlled by him from 
the insurance corporations duly authorized to 
transact businessin this state.”* But the em- 
barrassment still exists. 

** Seeking outside insurance” has a very real 
meaning to every man who has been refused in- 
surance on his store, or his warehouse, or his 
mill—in fact the question of protection from loss 
by fire, whether it be an insurance policy or, 
what is a better, a fireproof building, is a vital 
one to all commercial interests. 

Why do so many merchants and manufactur- 
ers, and owners of buildings as well, experi- 
ence difficulty in insuring their properties? Is 
there a limit to the available supply of indem- 
nity? Or are these particular properties not 
acceptable as objects of insurance? Both of 
these questions may be answered in the affirma- 
tive. 

From the last statement it might be inferred 
that there are two ways of remedying the mat- 
ter: (1) By increasing the supply of indemnity 
through the investment of more capital in the 
insurance business. (2) By improving the 
character of buildings as objects of insurance. 
From the economical point of view there is but 
one remedy, the second one mentioned, for it 


should be the constant endeavor of the public at 
large to reduce the annual fire loss. 





* Section 187, General Insurance Laws of New 
York, 1892, amended 1894. 
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CO-INSURANCE ON HOUSEHOLD FURNITURE SHOULD BE ABOLISHED 





CONTRIBUTED TO THE JOURNAL OF INSURANCE ECONOMICS. 


The recent action of the New York 
Fire Insurance Exchange in causing 
the insertion of the 80 per cent. co- 
insurance Clause in the policy contract 
covering household furniture,calls not 
only for comment but severe protest. 

Every contract is in law based upon 
the understanding clear and distinct 
between parties as to the perform- 
ance of certain acts by the one party 
benefitting the other party, for a 
moneyed consideration, or that each 
party in interest shall perform certain 
acts of benefit to each other. 

The contract rests entirely upon this 
clearly defined mutual understanding, 
and though verbal in character, may 
yet be binding and of full effect in 
law,even though only verified through 
a witness—oral testimony—the com- 
mission to writing of its terms and 
conditions, and the signing and wit- 
nessing of such document being a 
point immaterial as to its validity. 

In the policy contract under discus- 
sion, the company in consideration of 
the payment to it of a fixed sum of 
money by the assured, contracts to 
perform certain acts under certain 
conditions, mutually agreed upon be- 
tween itself and the assured—a con- 
tract, common so to speak, the con- 
ditions of which are sanctioned and 
sustained under legal enactment. 

Under the recent ruling of the ‘‘Ex- 
change’’ the companies now must in- 
sert into the contract covering house- 
hold property only, what is termed a 
‘‘rider’’ or endorsement, which ma- 
terially changes the nature and opera- 
tion of the contract without consult- 
ing the assured as to the acceptance of 
its terms and conditions. The ‘‘rider’’ 
provides that under certain contingen- 
cies the assured must become a co- 
insurer with the company and bear a 
portion of the loss, a demand which 
has no relation to and being entirely 
outside the terms of the original con- 
tract. 


Many years ago, when it was cus- 
tomary for the applicant for insur- 
ance to furnish the company with his 
written application and survey, such 
a document being referred to in the 
policy as a part of the contract, the 
insertion of such a ‘‘rider’’ in the pol- 
icy would have been unusual if not 
inadmissible. 

It cannot be argued that the inser- 
tion of the ‘‘lightning clause’’ or the 
“electric light clause’’ into the con- 
tract, is of any weight in giving force 
and virtue to any “‘rider’’ which the 
company may adopt lessening its lia- 
bility, or imposing new terms and 
conditions upon the assured. 

The clauses above referred to are 
voluntary concessions on the part of 
the company to perform more acts in 
favor of the assured than is required 
by the terms of the contract,to which, 
naturally, the assured can have no 
occasion to object. It is a far differ- 
ent proposition for the company to 
demand material concessions from the 
assured, and endeavor nille-wille to 
enforce them. 

It might be contended in argument 
that the insertion of the “‘rider’’ in 
question would be sustained by the 
decisions of the courts, but such de- 
cisions would not affect the question 
of equity, nor could they be an argu- 
ment against the abolition of its use. 

When the 80 per cent. and ‘‘full’’ co- 
insurance clauses were adopted—many 
years ago—their use was much favored 
by the companies. Time and experi- 
ence have changed the opinion of the 
companies as to their usefulness, and 
it is my firm belief that a concensus 
of opinion of all the companies as to 
their usefulness would call for their 
abolition. 

Even admitting the use of the clause 
under a ‘‘rider’’ to be legal, the as- 
sured seldom appreciates its purport, 
discovering only when he suffers from 
fire what the term ‘‘co-insurance’’ 
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means to him. He learns, possibly 
followed by an outburst of temper, 
that the clause has made of him an in- 
surance company carrying one risk, 
with nominal consideration for as- 
suming the liability. That in each and 
every loss under the policy up to 80 
per cent. of the value of the property 
covered he must suffer a portion of 
the loss, unless he shall have taken 
out insurance up to 80 per cent. of 
such value; and when the full co-in- 
surance clause is used, unless he shall 
have taken out insurance up to the 
full value of the property covered he 
must suffer a portion of every loss 
which may occur under the policy, 
until the property shall have been en- 
tirely destroyed. 

Under the use of an 80 per cent. 
clause, if $80,000 represented 80 per 
cent. of the value of the property in- 
sured, and he carried only $50,000 of 
insurance, and met with a loss of $80,- 
000 the companies would pay to him 
$50,000 and he would be a loser to the 
extent of $30,000. It might be con- 
tended that under similar conditions 
of value of insurance, and no co-insur- 
ance Clauses, the loss to the assured 
would be the same as above noted, 
which is true; but it must be borne in 
mind that the injustice to the assured 
in the use of these clauses lies, as al- 
ready stated, in the possibility of com- 
pelling him to bear a portion of each 
and every loss which may occur under 
the policy up to 80 per cent. of the 
value of the property covered, and 
under the ‘‘full’’ co-insurance clause 
until the property shall have been en- 
tirely destroyed. 

We have stated that if the assured 
should accept the conditions of these 
co-insurance clauses, he would create 
himself an insurance company with 
one risk only in force. What under- 
writer could commend a company 
carrying only one risk, and that risk 
possibly a very large line? And again 
for what purpose does the assured 
take out insurance? To co-operate 
with the company in the payment of 
a loss? 


It might be contended in favor of 
the clauses that the assured ought to 
comply with the demand to take out 
insurance up to 80 per cent. of the 
value of the property; but is it easy to 
carry out such a demand? Is it rea- 
sonable to ask the assured to do it? 

The large manuafactarer or mer- 
chant may carry stock and its acces- 
sories fluctuating in value from time 
to time, and as prudent business men 
would, naturally, be unwilling to pay 
premium, with no offset of value to 
be protected. 

As to household furniture it is well 
known how difficult a matter it is to 
fix a correct value upon it. A mer- 
cantile value is the only true basis of 
estimate—and ‘‘household furniture”’ 
is not general merchandise in a gross 
sense. 

Again, if the assured should consent 
to accept the use of the clauses, in the 
event of loss, the company might con- 
test his estimate of value, and, in re- 
tort, the assured might, very properly, 
say ‘‘You asked me to fix a value 
upon my property. I have paid pre- 
mium upon such valuation, and now 
you refuse to comply with the esti- 
mate.”’ 

The best method known for fixing a 
safeand equitable rate of premium is 
to classify the risks, and then, through 
carefully prepared statistics, ascertain 
the average rate of premium neces- 
sary to protect each individual class 
of risk, and demand from the insurers 
of each class its average rate of pre- 
mium. Naturally the insurer who 
wishes to insure one pound of feathers 
out of fifty will be encountered, and a 
consequence thereof will be that some 
insurers will pay a larger, and some a 
smaller amount of premium than, in 
strict justice, should be required; but 
you will not escape this result through 
the insertion of any clauses in the 
policies, for natural,human cunning 
will not permit it; and it must be al- 
ways remembered that however ar- 
bitrarily rates may be fixed, it requires 
this method of rating to meet losses 
and expenses. In short, you may 
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name any rating you may please to 
do, but under these rates only can 
your losses be equitably and safely 
met. 

It ought to be readily appreciated 
by the careful critic of the above 
argument that no contention is made 
as to the legal force of the ‘‘rider’’; 
but we think it must be freely con- 
ceded that its use is inequitable, and 
an injustice to the assured. 

The underwriter must not forget 
that to take out insurance is not al- 
ways a voluntary act. The mortgagee 
demands it from the mortgagor. The 
large manufacturer and merchant 
must insure to preserve credit and 
avert bankruptcy; and such measure 
of prudence applies also to the smaller 
dealer in merchandise and even to the 
humblest citizen in the preservation of 
his home. 

He must also bear in mind that in 
the making of the ratesof premium 
the security of obtaining a sufficient 
amount of premium from a number 
of risks to meet the average of loss 
upon one risk must be carefully con- 


sidered; and such rate can only be 
obtained through the method demon- 
strated in the argument. 

Is it not therefore a wise course of 
action to meet such consequences by 
concession, which may seem to bring 
about an inequitable contract though 
this is not in reality true; for, in or- 
der to hold the assured safe, the un- 
derwriter must make the rate tocover 
all the hazards connected with the 
contract, and one of such hazards is 
the cunning of unprincipled but un- 
avoidable insurers. 

One more point to be considered is 
the fact that if, in the use of these 
clauses, the assured should fail in 
compliance, and become a loser, in 
each loss, mercantile credit, the safety 
in the conduct of all business, would 
suffer in the same manner as if the 
assured had failed to take out insur- 
ance. 

Hence we must contend that the 
use of these clauses ought to be abol- 
ished in all policies, but if not in all, 
certainly in those covering ‘‘house- 
hold furniture’’ only. 








SPIRIT OF THE DENVER FIRE AGENTS’ CONVENTION. 


FROM INSURANCE FIELD. 








The National Association of Local 
Fire Insurance Agents grows wiser at 
every annual convention. At Denver 
it put all the questions involving com- 
pany relations into the hands of con- 
ference committees without instruc- 
tions except those indicated by the 
scope of the constitution. These com- 
mittees will meet the company con- 
ferees and be prepared to give and 
take in a spirit of frank co-operation 
for the good of the business 

The matters concerning local agents 
purely and their organization are 
committed to the grievance and or- 
ganization committees to be worked 
out by publicity and patience. The 


coming year will probably show a 
large increase in state and national 
membership, so that when the year 


of conference experiment has elapsed 
the National Association will be a 
great deal mightier power than it is 
at present. 

The Denver convention was in some 
respects the best in fecling and spirit 
yetheld. It was believed that co-opera- 
tion was as much desired by companies 
as by agents and that the conference 
committee would find hearty welcome 
from the company executives. There 
was little legislation and it was made 
apparent that the organization would 
not undertake to do for individuals 
what they could and should do for 
themselves. The association’s scope 
was declared to be national and its 
purpose to interfere only where recog- 
nized principles were at stake affect- 
ing bodies of agents. 
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COMMISSIONER HOST’S APPEAL TO THE GAIN AND LOSS EXHIBIT. 





A Criticism of His Position as Reported in the Milwaukee Journal. 





On another page we reproduce an 
interview prepared for the Milwaukee 
Journal by Zeno M. Host, stating his 
views on the subject of dividends in 
life insurance. Mr. Host’s views have 
been so thoroughly disseminated since 
the beginning of his controversy with 
the Equitable that everyone is by this 
time thoroughly acquainted with 
them. 

The extraordinary claims and asser- 
tions made in the article under review 
call for examination and comment. It 
appears at once Commissioner Host 
takes for granted many facts that are 
questioned and debated by experts 
who have spent a life time in the 
study and practice of insurance. His 
reliance upon deductions from the fig- 
ures given in the gain and loss exhibit 
as conclusive proof of the soundness 
of his conclusions, would in anyone 
less prominent as an insurance re- 
former be regarded as superficial. 

It is a matter for regret that the 
Wisconsin report is not at hand so 
that the new items in the gain and 
loss exhibit might be examined and 
the citations therefrom _ verified. 
Enough has been said in the recent 
issues of this journal to show a dis- 
approval of the claim made by Mr. 
Host and others that annual distribu- 
tion of dividends is the one remedy 
for evils in life insurance, so that part 
of his argument will be passed over to 
consider the curious things that are 
obtained from the gain and loss ex- 
hibit. 

He says that the reserves and div- 
idends released by the thirty-seven 
companies operating in Wisconsin in 
1905 amounted to $51,747,449; the ac- 
tual amount given to the policyhold- 
ers who contributed these reserves 
was only $37,752,590, showing a con- 
fiscation of $14,000,000 on deferred 
dividend policies. But the figures 


which have: been furnished in ad- 
vance sheets to the insurance journals 
do not warrant any such conclusion. 
In the first place, the concensus of 
opinion about the gain and loss ex- 
hibit is that asa whole and in par- 
ticulars it is unreliable. The state 
which brought it forth has disowned 
if, and has discontinued the private 
compilation which was made for it 
after the publication in the annual 
report was discontinued. 

Identical items in the exhibit are 
regarded differently in different com- 
panies and the information thus ob- 
tained is therefore of little value for 
purposes of comparison. Concerning 
the item of surrenders it is said that 
one or more companies throw matur- 
ing endowments in with the actual 
surrenders allowed in order to obtain 
a high percentage of values paid to 
reserves released. 

When the provisions of the policy 
contracts are borne in mind, it is diffi- 
cult to account for the showing which 
some companies make in the surrender 
values allowed, especially if the per- 
centages are compared with those of 
companies which for years have paid 
large values. Another consideration 
destroys the strength of Mr. Host’s 
claim. He says the $14,000,000 was 
confiscated from the holders of de- 
ferred dividend policies. Is this so? In 
the total figures which make up this 
sum are included the returns from 
companies which have never paid de- 
ferred dividends, such as the Mutual 
Benefit, Massachusetts Mutual, Travel- 
ers and others. In the case of the 
Travelers the percentage of values 
allowed to reserves released is given 
as 48.04. It is likely that all of this 
represented stock rate business as the 
company only recently adopted par- 
ticipating plans. 

Now in what possible way is the 
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surrender charge of the Travelers to 
be connected with the bugaboo of 
deferred dividends? 

Take some other examples of the 
incongruities revealed in the gain and 
loss exhibit. The Equitable, according 
to various utterances of Mr. Host, is 
the chiefest sinner in the deferred 
dividend camp, yet the gain and loss 
table shows that oat of $9,529,006, re- 
serves released by surrender and lapse, 
the company allowed surrender values 
of $8,353,730 or 87 per cent., while 
the Connecticut Mutual, which is cited 
in approval towards the close of the 
commissioner’s interview, only al- 
lowed 3 per cent. more. That is if the 
gain and loss figures are correct the 
Connecticut Mutual confiscated 10 per 
cent. of the reserves released by sur- 
render and lapse and the Equitable 
kept 13 per cent., apparently bringing 
these two quite close together. Again, 
the New York Life is credited with 
paying 83 per cent. of the reserve in 
surrenders and the Provident Life & 
Trust 84 per cent. In actual transac- 
tions these companies are very widely 
apart. Again, the annual dividend 
companies very properly make a sur- 
render charge to the retiring member; 
in individual cases this may exceed 
the surrender charge made by a de- 
ferred dividend company. From what 
has been said, therefore, it appears 
that Mr. Host’s claim that with an- 
nual distribution of surplus this con- 
fiscation of policyholders’ equities 
could not be exercised is not borne 
out by the facts. 

Again, when we analyze the show- 
ing of the various companies on ex- 
penses and loading we find Mr. Host 
equally wide of the mark, when he 
says that the excessive amount for ex- 
penses was taken out of the $14,000,- 
000 of surplus confiscated from lapsed 
and surrendered contracts. Compar- 
ing the Equitable with the Union 
Central this time it is found that while 
the former company used only 90 per 
cent. of its loading, the Union Cen- 
tral’s expenses exceeded the provision 
therefor by 14 per cent. The Equit- 
ble’s saving on loading was $1,465,- 
439; its profits on surrenders were §1,- 
175,276, a smaller amount than the 
first. With the Union Central, an 
annual dividend company, the situa- 
tion is exactly opposite. This com- 
pany gained from lapsed and sur- 
rendered policies the sum of $115,112, 
while the loss from loading was $181,- 
544. 

There doubt that 


is but little 


deferred dividends have encourged a 
tendency to extravagance, although 
even then allowance must be made for 
difference of management and differ- 
ent degrees of success. The annual 
dividend companies differ greatly be- 
tween themselves in results achieved 
for policyholders just as the deferred 
dividend companies do. The attempt 
by Mr. Host to divide all companies 
into two groups classified according to 
the method of dividend distribution 
and then to show from the gain and 
loss exhibit that all the excessive ex- 
penditures belong to the class he con- 
demns is seen to be a flat failure. All 
the elaboration of his opening charge 
can be reduced to the single fact that 
he doesn’t like deferred dividends and 
that he expects by the vehemence and 
persistence of his attacks to have his 
views prevail. 

Mr. Host is particularly unfortunate 
in referring to the Connecticut Mu- 
tual. He points out that the company’s 
disbursements have been greatly 
in excess of its receipts, and says that 
this has been accomplished by adher- 
ing strictly to the annual dividend 
plan and to the conservatism and 
economy which such a plan enforces. 
The real reason why the Connecticut 
Mutual has paid ont more than its 
premium receipts is because the com- 
pany does practically no new business; 
it has less business in force today than 
fifteen years ago. Consequently there 
has been no outlay for this purpose. 
There is also more than one opinion 
as to the economy of its management 
and the wisdom of giving over entirely 
the attempt to gain business. This 
is not meant in criticism of the com- 
pany’s methods, as time alone can 
show conclusively where the truly 
correct course lies, but to disprove 
Mr. Host’s contention that the Con- 
necticut Mutual’s position is due 
wholly to its dividend methods. How 
many states will follow his advice to 
compel annual dividend distribution is 
a matter for speculation. 

In endeavoring to show the fallacy 
of the Wisconsin commissioner’s ap- 
peal to the gain and loss exhibit, the 
weakness of that compilation itself is 
developed. Comparison of individual 
companies drawn from it are wholly 
worthless and are responsible for 
much that is harmful and wrong. It is 
to be hoped that the three insurance 
departments which now collect and 
publish the tables which make up the 
exhibit will see the vicious possibili- 
ties contained therein and discontinue 
the publication. 
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REVISED ANNUITY RATES OF THE NATIONAL LIFE INSURANCE CO. 





Comparison of these with Established Rates of Other Companies. 





It is said that American companies 
have not had sufficient experience 
with annuities either in time or vol- 
ume of business to determine ac- 
curately whether or not such business 
as they already have on the books is 
profitable or otherwise. The general 
impression is that this department 
does not pay for itself. The Wiscon- 
sin report shows that for the compa- 
nies cited in the following table, the 
actual payments exceeded the ex- 
pected by the sum of $152,791. Prob- 
ably the excess of interest earned over 
3 per cent., the basis upon which the 
expected losses are calculated, will 
save the companies from actual loss 
on the annuity business, but the fact 


age 70; up to that point the Metropol- 
itan’s rates are identical with group 
X but beyond that are lower than any 
of the others. The Penn Mutual rates 
are just between group X and the Na- 
tional. Apparently the Northwestern 
does not care particularly for business 
of this kind as the rates charged by it 
are highest of all. All the companies 
except the Metropolitan make a higher 
charge to female annuitants; the Met- 
ropolitan uses the same rate table for 
both sexes. 

It will be observed that the same 
causes which make a favorable mor- 
tality showing in life insurance have 
precisely the opposite effect when ap- 
plied to annuities. If the annuity 
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remains that the number of annuitants 
who must be paid does not decrease 
at the expected rate, andif the sale 
of annuities formed a larger part of 
the total transactions the tendency 
might lead to serious trouble. 

The new rates which have been 
adopted by the National Life seem to 
recognize the situation as there is an 
increase over the old premiums. In 
the following table a comparison is 
made between the rates charged by 
the principal American companies 
which invite annuity business: 

The figures represented by X show 
the rates in use by a group of compa- 
nies which get nearly all of this busi- 
ness; these are the Equitable, Home, 
Mutual, Mutual Benefit, New York 
Life, Prudential, Travelers and Union 
Central. The National’s rates are still 
somewhat lower than all the others 
except the Metropolitan at and beyond 


branch of the business is destined to 
grow, as the constant increase in its 
popularity seems to indicate that it 
it will, more attention must be paid 
to the construction of adequate rates. 
While not at all bearing upon the sub- 
ject, but as an evidence of the in- 
scrutable way of actuaries, the writer 
recalls this incident: The actuary of a 
mutual company which has consist- 
ently refused to issue stock policies 
was asked to make a rate for a 
survivorship contract having ten in- 
stalments certain. The figures were 
promptly forthcoming, also an es- 
timate of probable dividends for a 
series of years. These seemed very 
small, until inquiry bought forth the 
naive reply from the actuary, ‘‘the 
rate for the survivorship part of 
the premium (the largest factor in 
this instance) is a non-participating 
one.”’ 
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WILL THE RESPONSIBILITY OF DIRECTORS BE INCREASED? 





A Possible Outcome of the Insurance Investigation. 





WRITTEN FOR THE JOURNAL OF INSURANCE Economics By W. H. LawrTon. 


The recent suit brought by the at- 
torney-general of New York against 
all the directors of the Equitable Life 
Assurance Society opens an inviting 
field for speculation. The questions 
involved interest not only those con- 
nected with the Equitable but the 
directing boards of all life insurance 
companies. Their solution will un- 
doubtedly greatly affect the adminis- 
tration of every life insurance com- 
piny in the land, stock or mutual. 

The demand upon the Equitable 
directors, it will be noticed, is not 
only for ;money alleged to have been 
wrongfully taken by certain directors 
and officers, but also any funds ‘‘lost 
or wasted.” The complaint also 
touches on the question of salaries 
‘‘improper, and largely in excess of the 
value of the services rendered by the 
individuals’’ receiving them. When 
the stockholders and directors of a 
corporation are practically the same 
individuals, it would seem that they 
are the only persons concerned in the 
matter of expenses. If they choose to 
vote themselves salaries of however 
great amount it is nobody’s business 
bit their own as long as the concern 
is solvent and carries out its contracts 
with its customers. 

In this case the real question at issue 
is whether the Equitable does belong to 
its stockholders. If the courts decide in 
theaftirmative, then apparently the suit 
must fall to the ground, for whatever 
right the attorney-general may have 
to intervene on behalf of the policy- 
holders, he certainly has none as be- 
tween the stockholders and directors 
if the former do not invoke his aid, 
save, of course and always, when he 
has reason to believe the laws are be- 
ing violated. The Equitable as long 
as it is solvent and is carrying out to 
the letter its contracts with its policy- 
holders cannot be compelled to submit 


the questions of salaries, commissions, 
in fact its whole control to the attor- 
ney-general or any one else. To do 
so would practically take the com- 
pany out of the hands of its directors 
entirely. 

Suppose, however, the courts decide 
that the policyholders are the real 
owners of the company, and that the 
directors are responsible not to the 
stockholders but the policyholders; 
that the money alleged to have been 
wrongfully taken, lost, and wasted 
must be repaid by the directors—also 
the excessive salaries. What then? 

Passing by the important question 
who is to be the judge of the fairness 
of salaries paid, or the necessity of ex- 
penses incurred, let us consider the 
position of the directors. Out of 
some fifty-two gentlemen it is safe to 
say not more than ten are at all 
familiar with the life insurance busi- 
ness. The rest probably do not know 
the difference between a ‘‘loading”’ 
and a ‘‘surrender value,’’ and would 
not know a ‘“‘rebate’’ if they met one 
—unless it were presented to them! 

These gentlemen have for years at- 
tended meetings of the board and 
heard reports more or less prosy and 
unintelligible to them on the business 
transactions of the period just closed. 
They are assured by the president 
that the company has made splendid 
progress and everything is going 
smoothly and well. The actuary tells 
them their surplus has increased so 
much and their mortality is very 
favorable. The vice-president states 
that so many millions have been in- 
vested in such and such securities, all 
approved by the financial and execu- 
tive committees. The second vice as- 


sures them that the thousands of 
agents all over the world are working 
enthusiastically for the greatest com- 
pany on earth and that business has 
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been secured at a trifle lower cost 
than last year owing to his strict 
economy. 

A committee is duly appointed, 
which counts the securities in the 
vaults, carefully inspects the balance 
sheet of the auditor, and reports 
approval. 

As a matter of fact, these worthy 
gentlemen know absolutely nothing 
about the company’s transactions. 
How can they? All they can do is to 
repose trust in their co-directors who 
actually transact the business and 
accept their statements. It is too 
much to expect of any man that he 
shall attend to his own business 
affairs for 364 days of the year and on 
the 365th day grasp the full extent 
and meaning of thousands of details 
involving millions of dollars of in- 
come and outgo of a business with 
which he is totally unacquainted. 

Unfortunately, however, the law says 
that a director is supposed to direct. 
If he accepts the office he assumes the 
responsibilities attached to it. If some 
of his co-directors mismanage things 
he must share the blame with the rest. 
This is law and justice. If he does 
not like the responsibility he need not 
accept the trust in the first place. But 
having accepted it he must do his 
duty and if he fails in that he must 
accept the consequences. 

Very good. We will suppose then 
the learned courts decide that the 
thousands of dollars made by certain 
directors belong to the corporation 
and must be returned; that salaries 
paid to some officers have been ex- 
cessive and the excess in each case 
must be refunded; that certain ‘‘print- 
ing, etc.’’ items of expense were not 


justified and must be made good by 
those who authorized them. If the 
individuals responsible for the ‘‘lost, 
strayed or stolen’’ sums refuse, or are 
unable to refund them, then each 
director is individually liable. What 
effect would a sweeping decision like 
this have on the directing boards of 
all the other life insurance companies? 

Allare in the same boat more or less. 
Probably the majority of every life 
insurance directing board in the coun- 


try are men who are eminent in their 
various lines (or they would not be 
elected to the position) but who have 
absolutely no practical knowledge of 
the business they are supposed to 
direct. It would not be a rash proph- 
ecy that within a reasonable time 
after such a decision had been thor- 
oughly settled and digested by those 
most interested there will be resigna- 
tions pouring in upon the various 
presidents to an extent that will leave 
most boards without a quorum. 

Capital is proverbially timid—capi- 
talists more so! The average man of 
large affairs has enough to do look- 
ing after his own interests. He will 
not hesitate long between the worry 
and drudgery of trying to understand 
all the details of a very complicated 
business from which he can derive 
nothing but the grumbling approval 
of suspicious policyholders, and get- 
ting out of it altogether. It will be 
equally difficult to get new men of 
high standing to accept the work and 
responsibility. What then are the in- 
surance companies going to do? 

Will there grow out of the situation 
a class of professional directors who 
for an adequate salary will devote 
their time and attention to supervis- 
ing the insurance companies? Or will 
the legislatures be asked to permit 
the number of directors to be reduced 
so that the chief officers of the compa- 
nies shall be the only directors? It is 
a pretty dilemma. On the one hand 
professional directors will increase the 
expenses of the companies. On the 
other it hardly seems just the proper 
thing to permit a board composed of 
officers only to fix their own salaries 
and allowances. Ina stock or mixed 
company the latter difficulty might be 
overcome by the stockholders, but 
how could this be done in a mutual 
company whose policyholders could 
never even approximate a representa- 
tive meeting? 





STILL THE ASSOCIATE DOES NOT REGARD 
HIS JOB AS A JOKE. 


There is another editerial voice on the Journal 
of Insurance Economics. Its possessor is Sam- 
uel Davis, and Editor Putnam says he may strike 
up at any time without tuning up by the Putnam 
tuning fork. Has he wit? The J. I. E. has 
brains, courage, argumentative power, and 
withal is quite considerable of a fighter. It is 
short on humor. A joke might be recognized if 
it walked into Editor Putnam’s sanctum, but he 
would be as much at loss what to do with it asa 
confirmed old bachelor would be with a baby. 
We trust that Mr. Davis, if not a humorist, at 
least can recognize a joke, and that he will early 
instruct H. H. P. in the rudiments of the truth 
that often as much power resides in humor as in 
argument.—Philadelphia Intelligencer. 
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IMPOSSIBILITY OF ANY SOUND JUSTIFICATION FOR TWISTING. 





Moral Effect upon the Agent Bad and an Ultimate Injury to the Business. 





One of the worst features of twist- 
ing in life insurance is the assumption 
of righteousness on the part of the 
twister. Not satisfied with pocketing 
the commission which is the pecuniary 
reward of his act, he hungers for 
praise besides,and lest that should not 
be forthcoming he appears in print 
quite frequently with a defense of the 
practice, though it is hard to see 
why, if the act be praiseworthy, any 
defense or explanation should be nec- 
essary or desirable. 

The Life Insurance Independent ad- 
ministers a most satisfactory rebuke to 
one of this class, and very thoroughly 
disposes of the audacious claims to 
justification which he sets forth. As 
between the conscienceless individual 
who twists only for the commission, 
and the other kind who takes the com- 
mission and then poses for applause as 
well, the first named is to be preferred. 
He is in a bad business but does not 
seek to cloak it with pretenses of 
serving his victim, and at least is an 
honest rascal. 

It seems to the writer that twist- 
ing is morally wrong. If this view 
is correct, then the twister with 
pretenses to virtue is in great danger 
of hypocrisy, or of having his moral 
sense dulled. It is to be feared that 
after twisting is by specious reason- 
ing converted into a meritorious act, 
the way towards rebating is neither 
long nor difficult. One might very 
well reason that a prospect who insists 
that he will not insure unless given a 
rebate, must finally be yielded to and 
humored lest he leave his family un- 
insured and his widow and children 
without protection for their mainte- 
nance. 

Twisting and rebating are not 
unrelated. If it were not that re- 
bating is made a crime by statute 
while twisting is unrecognized, we 
should say that the latter is the worse 
evil. Those who have the good of the 
life insurance business, as a whole, at 
heart should strongly deprecate twist- 
ing, for this far more than rebating is 
an injury to the institution itself. Not 
only is the confidence of the public 
shaken in the whole institution as the 


Independent states, but every twisted 
policy is a direct challenge to an in- 
creased expense rate. 

Everyone admits the necessity of a 
decreased expense ratio. It is not 
merely desirable but is absolutely de- 
manded as the percentage of loading 
consumed convincingly testifies. Now 
when a policy is twisted out of a com- 
pany that is eager for business what 
happens? Is the volume of that com- 
pany decreased by the amount of that 
insurance? Not atall. The lapse makes 
it necessary to get a policy to replace 
the lost one, and itis obtained at any 
cost. If larger commissions are re- 
quired to replace the twisted business 
they are forthcoming. If the process 
is continued long enough it finally 
affects all the companies in raising in 
some degree the commissions and 
brokerage paid for new business. 

The companies which are after vol- 
ume will have it in spite of the twist- 
ers, and the more twisting the more 
new business must be had with the 
consequent demoralization. It is not 
possible in the long run to inflict 
damage on one member of the insur- 
ance family, without hurting the 
others, and sooner or later this will 
be recognized and acted upon by some 
concert between the companies. 

The cause of life insurance is ad- 
vanced and the prosperity of the com- 
munity is augmented by increasing 
the amount of insurance on its cit- 
izens. The twister has no part in this 
good work, the sum total of insurance 
is the same after his pernicious ac- 
tivity as before, if indeed it is not less. 
The common law and statute law for- 
bid many things because they are con- 
trary to public policy. Twisting is 
surely against the prosperity of the 
life insurance institution as a whole, 
and should be considered as short 
sighted and unwise and therefore pro- 
hibited by first-class companies. 

The companies which write policies 
upon nine, fourteen and nineteen pay- 
ment plans have provided the tools for 
the twister’s work and incited him to 
it. They have no right to complain if 
means are devised for reprisal. The 
absurd lengths to which twisting can 
be carried may be seen in the actions 
of an agent who has spent his life in 
the field and who is an upright and 
religious man who would not for any 
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consideration knowingly do a dis- 
honest act. This agent by circulariz- 
ing, newspaper advertising and per- 
sonal work has, since the Equitable 
trouble began, constantly besought 
people to drop everything but or- 
dinary life policies upon the annual 
dividend plan. 

Never mind the company or the kind 
of insurance, he advertised to show 
his clients that nothing but straight 
life was fit for them. Such a man 
because of his blameless private life 


can do untold damage to the extent 
that he is able to persuade people to 
adopt his fanatical views. At the 
present, broad-minded and fair men 
are needed, and the honest bigot who 
cannot see anything of good in his 
neighbor’s company or policy can 
do more harm than the mercenary so- 
licitor who thinks first, last and all 
the time of his commission. 

The Independent has done the busi- 
ness a valuable service in exposing the 
self-righteous pretenses of the twister. 





UNSATISFACTORY NATURE OF THE WISCONSIN DIVIDEND LAW. 








A Poor Model to Follow. 








Apparently there is destined to be a 
cuntest over Wisconsin’s new dividend 
law which will rival the famous con- 


troversy there over ‘“‘may’’ and 
‘‘must’’ in relation to the same sub- 
ject. 


It is not at all clear that the new 
law makes it mandatory upon compa- 
nies operating there to distribute sur- 
plus earnings once in five years or 
oftener. The language of the statute 
is that ‘‘nothing in this section shall 
be construed to hereafter permit any 
such corporation to defer the distri- 
bution, apportionment or accounting 
of surplus to policyholders for a longer 
period than five years.”’ 

According to a natural construction 
of the above language, the statute 
will be satisfied by any one of three 
things: actual distribution, apportion- 
ment or an accounting. Furthermore, 
some will claim that apportionment 
of surplus made toa class of policy- 
holders, will be sufficient, without 
crediting the individual members of 
that class. If either of these views 
be correct, such a method of account- 
ing as the Northwestern Mutual Life 
has for years furnished holders of its 
semi-tontine policies will be sufficient 
for all concerned. Evidently the 
Northwestern’s decision to go upon 
an exclusively annual dividend basis 
was prompted by considerations quite 
apart from this amendment of .the 
law. 

The attempt of Insurance Commis- 
sioner Host to read into the law some- 
thing which isn't there will fall as 
flat as his attempt to construe ‘‘may’”’ 
as must. He claims that not only must 
an accounting be made, but the sur- 
plus so credited must be considered as 
a liability to the individual policy- 


holder, to be paid with the face of the 
policy in event of death or to be ad- 
ded to the insured’s equity in the re- 
serve and paid over upon lapse. 

It is no cause for wonder that com- 
pany officials decline to assent to this 
interpretation of the amended law. It 
is difficult to see upon what grounds 
the courts may be asked to uphold 
this view; there is the smallest ex- 
pectation that they will. If by an ac- 
cident the commissioner's contention 
should be upheld,then he should draft 
another bill and ask the legislature of 
Wisconsin to enact a law forbidding 
the sale of non-participating insurance 
for the reason that this plan guarantees 
a net rate to the purchaser while the 
holder of a participating policyholder 
is left in uncertainty. 

It seems in contravention of eco- 
nomic principles to attempt to fix the 
price of insurance by legislation, which 
is what Commissioner Host’s attempt 
would amount to if carried to its 
ultimate conclusion. There is need, 
however, for an accounting such as 
the Northwestern already gives. In 
fact, all the abuses which have been 
laid at the door of deferred dividends 
would have been in a large measure 
impossible had this accounting been 
generally made. As other state legis- 
latures take up this subject with the 
intent of prescribing the method of 
dividend distribution, they would bet- 
ter avoid selecting this Wisconsin law 
asa model. It is ambiguous, perhaps 
purposely so, as it was passed by a 
single vote cast by the presiding offi- 
cer of the senate to breaka tie. If 
we are to have fresh legislation, let it 
be well considered, conservative and 
couched in plan and unambiguous 
language. 
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ADVANTAGE CLAIMED FOR STOCK CONTROL OF LIFE COMPANIES. 





FROM THE TRAVELERS RECORD. 


The theory of the mutual plan of 
life insurance is ideal, but the theory 
itself, like all ideals, is surrounded by 
limitations and is so directed as to 
concentrate all power in the hands 
of the central bureaucracy as absolute 
in power and as little responsible to 
those outside as the bureaucracy of 
Russia. 

A mutual company is supposed to 
be governed by the policyholders, but 
no man has ever yet devised a plan 
whereby the policyholders can give 
effect to their wishes or enforce their 
theoretical rights. The policyholder 
always remains an individual as to 
his corrective powers, and as a collec- 
tive body his powers are entirely con- 
centrated by the system itself in the 
officers of the company and their sal- 
aried assistants. One of the most im- 
portant duties of the agency depart- 
ment of a mutual company is that of a 
proxy collection bureau, which reach- 
ing out to every part of the field is 
controlled in the home office by the 
ofticers of the organization, obeys 
their orders, and acts with the inter- 
est in view of the officers who have in 
their hands the powers of reward and 
punishment. 

The policyholders scattered from 
one end of the world to the other do 
not even know one another; nor can 
a body of individuals, ignorant even 
of the names of the other members of 
the company, form an organization 
able to cope with those in control of 
the machinery, and having as their 
resources the accumulated funds of 
the policyholders. One can imagine 
the amusement which the demand of 
any policyholder or a number of 
policyholders for a list of all policy- 
holders of the company would be re- 
ceived by the officers in charge. 

But if the company is substantially 
as it is nominally, a great partnership, 
why should not every partner know 
his fellow partners? Even if the 


policyholders advertised in every pa- 
per of the country at an expense too 
great to be borne by a small number 
of individuals, the information re- 
ceived would still be too meager for 
practical use. Under such a condition 
of affairs the exercise of the power of 
the policyholders is impossible, and 
the direct result is that the officers 
through their agency force are a self- 
perpetuating body, practically respon- 
sible to no one but themselves. 

Under these circumstances the in- 
terests of each policyholder must 
necessarily depend upon the honesty 
and the competence of the men in 
charge. It must be self-evident to 
any man that the advertised theoreti- 
cal responsibility of mutual officials to 
policyholders is absolutely nullified 
by these circumstances. That so many 
mutual companies have done well by 
their policyholders speaks well, not 
for the plan but for the integrity of 
the officers themselves. If you orl 
are about to make strangers the trus- 
tees of an important part of our es- 
tate, to be administered after we are 
dead, would we not prefer those who 
have occasion to be watchful of their 
own interests as well as ours, and who 
have such an interest in the trust that 
our estate cannot te impaired by any 
act of the trustee until the estate of 
the trustee is exhausted in our favor 
by the same act? That is insurance in 
a stock company. 

There are many reasons why the 
conditions necessary for success are 
more likely to be found in a stock 
company than in a mutual company, 
among which are these: 

1: The stockholders have an im- 
portant financial interest in the suc- 
cess of the company, and would look 
with disfavor upon extravagance, 
waste, rash experiments ininsurance,or 
in finance or other transactions likely 
to impair the value of their interests. 

2. The stockholders live in a com- 
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munity where the corporation carries 
on its business,and can keep its meth- 
ods and its transactions under daily 
observation, and compare notes one 
with another, and hold its directors 
and officers more strictly and immedi- 
ately accountable than in any other 
form of organization. 

3. Their investment is of such a 
character that they are more likely 
to take constant and watchful inter- 





est in it than those who are nominal 


members of a vast organization con- 
sisting of thousands of like members 
who concern themselves but little 
with the affairs of the company as 
long as the annual statement shows 
an abundant surplus. 

For these reasons the officers of a 
stock company have every inducement 
to conduct the business in which they 
may engage, with care, prudence and 
economy. 





POLITICAL CONTRIBUTIONS TO CAMPAIGN 


FUNDS. 








FROM THE JOURNAL OF INSURANCE ECONOMICS, FEBRUARY, 1905. 








It probably is true that a very large sum of 


money is contributed by the “big three” to — 


political organizations, but that contribution 
would have to be $750,000 in order to represent 
the same percentage to income as the contribu- 
tion made to political organizations by the editor 
of Insurance Economics during the last cam- 
paign. We do not believe that such a sum was 
contributed by the three great companies. 

If it was proper for the editor of this maga- 
zine to make this contribution, and he would not 
have made it had he not thought that it was, and 
if the money which he contributed was spent in 
a just cause for proper purposes, as he believes 
it was, upon what grounds can he criticise these 
insurance companies for making a contribution 
to the same cause for the same purpose and with 
the same results? 

Certainly not upon the size of the contribution, 
for relatively it was not so large as that made by 
the editor. Not because of the purposes for 
which it was used, for then the editor would be 
equally guilty with them. We know that our 
contribution did not represent a desire or a pur~ 
pose to corrupt or debauch legislative bodies, 
nor do we believe that it has been or will be used 
for this purpose. 

We might criticise them on the ground that 
they had no right to use the money contributed 
by policyholders of many parties to advance and 
promote the success of a particular party. But 
reasoning again from analogy, did we have any 
more right to use the profits of this magazine 
gained from patrons of all parties for a contribu- 
tion to a particular party? And yet we acted, as 
we think, wisely and well, according to our con- 
viction that the best interests of the country 
would be advanced and consequently the interests 
of our patrons. 

If the officials of the big three life insurance 
companies acted from the same motives, we 
know from self-analysis that they were actuated 
by a proper and sincere desire. The editor has 
always found it well, whenever he is assailed 
with atendency to criticise big corporations for 
what they do, to indulge in this kind of self- 


analysis to determine if these corporations are 
really doing what he would scorn to do, or 
whether he is prompted to criticise because they 
are big and successful and seem to be fair marks 
for publie attack. We feel that too often this 
latter is the prime motive in the criticism of cor- 
porate interests. The corporation being quasi 
public and exposed to public scrutiny excites 
attention when really what it does is no different 
from what is done day in and day out by private 
business firms. 


A STANDARD LIFE POLICY. 


Commissioner O’Brien of Minnesota, who has 
been quoted as in favor of a standard life policy, 
thus explains his views to The Insurance Field: 
**T do not know that it would be possible to have 
a standard life policy. So many different kinds 
of policies are issued by life insurance compa- 
nies, offering so many various propositions, that 
nothing less than a series of standard life policies 
would meet the requirements of modern un- 
derwriting. 

“In fact I am not sure that there could bea 
series of standard life policies. The agitation 
for a standard life policy may result in nothing 
more than a series of prohibitions against cer- 
tain provisions which are generally conceded to 
be injurious. If al] states would unite in pro- 
hibiting certain injurious practices, the same 
object would be obtained as if a standard policy 
were adopted. 

“For instance, companies might be prohibited 
from issuing endowment policies which do not 
state the minimum reserve accumulated by 
them. There are a thousand and one prohibi- 
tions that might well be made against life com- 
panies.” 


PUBLICATION RECEIVED. 


Standard Insurance Directory of New Eng- 
land. Published by the Standard Publishing 
Co., Boston. The directory is a complete and 


accurate compilation of companies and agents, 
containing also a full list of local boards and 
associations and lists of brokers. 
book is larger and better than ever. 


This year’s 
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SOME DIFFICULTIES IN THE WAY OF FEDERAL SUPERVISION. 





Influential Newspapers Either Opposed to It or Lukewarm in Their Favor. 


Interest in the cause of Federal 
supervision is not allowed to lag dur- 
ing the adjournment of Congress. Its 
advocates are preparing in a number 
of ways for active work in the na- 
tional legislature when the Dryden 
bill comes up again. Numerous ad- 
dresses before conventions keep the 
matter in the public eye and at judi- 
cious intervals press notices appear in 
the leading daily papers. Perhaps 
the most notable piece of work in this 
connection was the visit of Senator 
Dryden and James M. Beck to Oyster 
Bay, where they endeavored to enlist 
the interest and assistance of Presi- 
dent Roosevelt. 

Whether or not they obtained any 
promise of help from him in further- 
ance of the desired legislation, the 
conference did attract national atten- 
tion and obtained great publicity for 
the project. 

At the meeting of the American Bar 
Association, the subject was again at 
the front. It formed the greater part 
of the report submitted by the com- 
mittee on insurance, headed by Ralph 
W. Breckenridge, who has made 
numerous addresses within a few 
months advocating Federal control. 
The report was signed by four of the 
five members of the committee. The 
dissenting member submitted a minor- 
ity report, in which he expressed the 
opinion that Federal regulation would 
be desirable, but cannot be had with- 
out a constitutional amendment. The 
refusal of the Bar Association to take 
any action on the report was signifi- 
cant. The unwillingness of the asso- 
ciation to go upon record either for or 
against Federal regulation, was indi- 
cated in the vote of 113 to 29 by which 
the resolution that it would be im- 
proper to petition Congress for a 
Federal supervision law was referred 
to the incoming committee on insur- 
ance law. 

The advisability of substituting cen- 


tral regulation from Washington for 
the present method is attracting no- 
tice from influential newspapers such 
as the New York Sun, the New York 
Journal of Commerce and the Boston 
Herald. All of these papers agree, in 
carefully written editorials, that what- 
ever may be well in the future, a 
change at the present time would be 
very undesirable. The Herald makes 
a good point when it claims: 

These corporations exist primarily for the 
benefit of the citizens of the state creating them. 
The laws of the state seek to protect its own 
citizens who insure in foreign corporations do- 
ing business within the state. Under the present 
system the state has the right to protect its own 
people against badly organized insurance com- 
panies or those who do not fulfill all the require- 
ments of the state law. If the Dryden and 
Beck idea should be carried out, and if they 
mean by Federal supervision, the supervision of 
the entire business, then the state of Massachu- 
setts would have no power to protect its people 
against the operation of outside companies when 
necessary. The theory that Mr. Dryden and 
Mr. Beck with the help of the President intend 
to establish full supervision over all insurance 
companies is sustained by the Garfield theory of 
the extent of the power of the Federal govern- 
ment. 

The New York Journal of Commerce 
in a leading editorial upon the subject 
takes exception to much that Mr. 
Beck maintains in his arguments in 
favor of the proposed legislation, and 
points out that the demand for it at 
this time comes, not from the policy- 
holders, but from the insurance com- 
panies. ‘“‘This fact does not neces- 
sarily affect the merits of the proposal 
but it makes a difference with the 
motives behind it. There is no evi- 
dence of a public demand, but there 
seems to be an effort to awaken public 
opinion and bring it to the support of 
a demand which comes from certain 
large companies. These companies 


favor Federal regulation because they 
object to state regulation, which is not 
uniform, consistent or always just.”’ 
Continuing, the 
merce says: 
Mr. Beck argues in his review article that be- 
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cause there is ‘a reciprocal transfer of money 
and credits from insurer to insured,” and these 
pass from state to state in the collection of 
premiums and the payment of indemnities, ‘‘ a 
commercial intercourse” is established that is 
subject to Federal regulation. But such an argu- 
ment has a far-reaching effect, and would make 
interstate commerce of every thing in which 
bargains are made in one state and executed in 
another with collections and payments between 
the parties. Department store mail and ex- 
press order business would become interstate 
commerce unless confined to a single state. Mr. 
Beck bolsters up his argument rather feebly by 
referring to national banks as “ private enter- 
prises,” ‘‘ connected with the Federal fiscal 
system by a very slender thread, and yet their 
constitutionality has been sustained.” The very 
title of the national banking law is ‘an act to 
provide a national currency, secured by a pledge 
of United States bonds, and to provide for the 
circulation and redemption thereof.” Finally 
he is driven to a practical surrender of his con- 
tention by suggesting that if Congress is with- 
out *‘ present power under the constitution then 
the serious question presents itself whether the 
evil to be remedied is not of sufficient magnitude 
to justify a constitutional amendment.” That 
will probably prove to be the real question. 

If the Dryden bill should be en- 
acted, probably no time would be lost 
in arranging a test case which would 
give the supreme court an oppor- 
tunity to pronounce on the constitu- 
tionality of the act. Should the ex- 
pectation of the measure’s friends be 
justified and a favorable decision be 
given as Mr. Breckenridge and others 
think it would be,the result fora time 
at least would show greater confusion 
than exists at present. The creation 
of an additional supervising bureau 
would not do away with those in ex- 
istence, as the various states would 
still retain control over the corpora- 
tions holding their charters. Perhaps 
it would be found advantageous for 
the companies to relinguish their 
present charters and re-incorporate 
under a Federal law pussed for the 
purpose, in which case, of course, there 
would be a sudden and final end to 
state supervision. 

Most men who are unacquainted 
with the details of insurance manage- 
ment make the curious mistake of 
claiming for Federal supervision that 
it will be effectual in eliminating un- 


substantial and unreliable institu- 
tions. These very words were used 
by Frederick W. Standert recently, 
in his address before the National 
Association of Credit Men. 

Perhaps Federal law would make it 
easier to exterminate wild-cat fire 
companies, but in the field of life in- 
surance the effect would be just the 
opposite. Under the prevailing sys- 
tem of insurance regulation a state 
may exclude any company from its 
territory whose plans or organization 
do not measure up to its adopted 
standards. For this reason many com- 
panies operating in the Middle West 
are unable to extend their business to 
the profitable eastern fields. But when 
Federal control becomes an accom- 
plished fact, the state barriers will be 
down, and a company once licensed 
may transact business anywhere in 
the United States. 

It might be said that thisstate of 
things would operate to stimulate 
home production. In a state whose 
citizens now feel that all companies 
operating withia its limits are safe and 
desirable, the home companies as a 
rule do not necessarily get the prefer- 
ence. But if all grades of companies 
had equal rights in the field, then the 
home branch would deserve and re- 
ceive the lion’s share of the busi- 
ness. 

The cause of Federal supervision 
will continue to progress because it is 
the logical and inevitable outcome of 


the economic law which is constantly 
tending to centralization in all lines 


of social endeavor. Before its in- 
auguration, however, many obstacles 
are to be met and overcome. He 
would be arash prophet who should 
predict its speedy arrival. 


It is the duty of every friend of life insurance 
to take the position of that old Roman senator, 
who ended every speech with the resounding 
demand, “‘and Carthage must be destroyed.” 
Every man who wishes a real reform in the 
management of life insurance should insist, in 
season and out of season, that deferred dividends 
must go and that annual dividends must be sub- 
stituted.—United States Review. 
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A REMEDY FOR THE CONFISCATION OF POLICYHOLDERS’ SURPLUS. 


INTERVIEW WITH ZENO M. HOsT IN THE MILWAUKEE JOURNAL. 


In my opinion there is but one 
remedy for the existing evils in the 
institution of life insurance and that 
is: Every state should enact a law 
compelling life insurance companies to 
make actual apportionment and dis- 
tribution of all surplus annually after 
the second policy yeur, crediting each 
policyholder with his equitable share 
of all such surplus. 

The gain and loss exhibit, pub- 
lished in the life report of the Wis- 
consin insurance department for 1905, 
shows that the thirty-seven old-line 
life companies transacting business in 
this state during 1904 confiscated 
about $14,000,000 belonging to policy- 
holders holding deferred dividend con- 
tracts; that the reserve released by 
surrender and lapse during 1904 was 
$51,747,449.85, while the actual amount 
given to policyholders on lapsed and 
surrendered deferred dividend con- 
tracts was only $37,752.59. With an- 
nual distribution of surplus this iniq- 
uitous confiscation of policyholders’ 
equities could not be exercised. The 
gain and loss exhibit also shows that 
these same companies used during 
1904 for expenses over $122, 904,496.55, 
while the loading—that portion of the 
premium calculated for expenses—was 
only $115,789,282.14. In other words, 
these companies used over $7,000,000 
more for expenses than was calculated 
by their actuaries when the premium 
rates were determined. This excessive 
amount for expenses did not come out 
of the pockets of the management, 
but was taken out of the $14,000,000 
surplus confiscated from lapsed and 
surrendered deferred dividend con- 
tracts; and they might have used all 
of this sum for expenses,for under the 
laws of the several states—Wisconsin 
now excepted—surplus is a sum of 


money for which the officers are ac- 
countable to no one. 

With a law compelling annual dis- 
tribution of all profits, the same as is 


done by a firm or partnership, the race 
for bigness, largest amount of assets 
and largest amount of insurance in 
force will be supplanted for economy 
in management and the merit ofa 
company will be determined by its ac- 
counting to policyholders. 

If the public only knew and realized 
that out of every fifteen life insurance 
policies written only one is terminated 
by death or maturity, and that the 
average duration of life insurance 
policies is only seven years, very few 
deferred dividend contracts would be 
written. 

It certainly seems like folly to per- 
mit companies to defer for ten, fifteen 
or twenty years the return of over- 
payments and profits,when the aver- 
age policyholder, taking a twenty- 
year deferred dividend contract, does 
not get within thirteen years of a 
dividend, and never seesareturn of 
his overpayments and share of the 
profits. 

After the supreme court rendered 
its decision that section 1925 of the 
Wisconsin statutes of 1898 was per- 
missive and permitted confiscation of 
surplus accumulations as at present 
exercised by the officers—which isa 
breach of trust to the policyholders 
they represent and is responsible for 
the perversion of the fundamental 
principle of life insurance protection 
at actual cost—some relief was given 
to future Wisconsin policyholders 
when the surplus law was enacted 
during the last session of the legis- 
lature. 

However, the law as it now reads 
is not satisfactory, for it permits the 
officers to defer distribution of sur- 
plus for five years. Wisconsin must 
have a law compelling annual distri- 
bution of all surplus; its citizens, as 
well as the citizens of every state, are 
entitled to such legislation, but had 
an attempt been made to pass such a 
law last winter what success would it 
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have met with, when itis a fact that the 
five-year distribution bill received a 
tie vote in the senate and but for the 
vote of Lieut.-Gov. Davidson would 
have been killed, and the officers of 
these companies would have been al- 
lowed, for two years at least, to con- 
tinue as already outlined. 

What an annual dividend company 
can do for its policyholders is shown 
by the experience of the Connecticut 
Mutual Life Insurance Company, which 
in forty-five years received from 
policyholders over $232,000,000 and 
returned to policyholders and bene- 
ficiaries over $234,000,000. All this 


has been accomplished by adhering 
strictly to the annual dividend plan 
and the conservatism and economy 
which such a plan enforces. Con- 
cluding, I will say again, that every 
real reform in the business of life in- 
surance can be accomplished only by 
actual annual accounting, apportion- 
ment and distribution to policyhold- 
ers, and that every state should enact 
a law compelling life insurance com- 
panies to make actual apportionment 
and distribution of all surplus an- 
nually after the second policy year, 
crediting each policyholder with his 
equitable share of all such surplus. 





FINANCIAL METHODS OF 





NEW YORK COMPANIES. 








It is evident that the special com- 
mittee on investigation appointed by 
the New York legislature intends to 
probe the life insurance situation 
deeply and impartially. Indeed, in 
the present state of public opinion, it 
could hardly do otherwise. The finan- 
cial methods of the Equitable have 
quite passed into the background in 
view of the inside facts brought to 
light concerning the operations of the 
Mutual and the New York Life. The 
evidence thus far shows that both 
these companies are likewise influ- 
enced by what Superintendent Hen- 
dricks designated as the ‘‘ Wall Street 
influence,’’ that like the Equitable 
they both engage in underwriting 
syndicates, side-line banking and 
brokerage operations and carry large 
deposits in ‘‘favored’”’ banks. 

In short, it is not the Equitable Life 
which is now in the limelight, but 
practically life insurance financing as 
conducted in New York City under 
the shadow of Wall street. 

This question naturally suggests 
itself: Are the channels of investment 
sought by the New York companies 
in what have been regarded as spec- 
ulative securities, necessary for the 
proper and profitable investment of 
life insurance accumulations? In other 
words, are there enough mortgage, 


government, municipal and town 
bonds, railroad bonds, etc., which life 
insurance companies can procure, to 
make it unnecessary for them to in- 
vest in any other kind of securities. 

The editor of the Journal is nota 
financial expert and cannot answer 
that question, but as a student of gen- 
eral conditions, he conceives it pos- 
sible, nay even probable, that the so- 
called ‘‘conservative’’ investments 
named are not sufficient to absorb all 
the assets of all the life insurance 
companies of this country. That is to 
say, we take into consideration the 
fact that savings banks, national 
banks, trustees and private investors 
are all seeking the same securities. If 
it be necessary for life insurance com- 
panies to seek investments outside of 
these ‘‘conservative ’’ limitations, the 
question then arises, Are there any 
so-called speculative industrial securi- 
ties which may rank with the con- 
servative securities designated, and 
become proper subjects of investment 
for life insurance companies? 

We have for some time entertained 
the view thut there were such se- 
curities and the idea has already been 
presented in these columns. Our opin- 
ion is formed from a study of changes 
and progress in the organization of 
industry. The obligations of a prop. 
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erly organized industry, dealing with 
a commodity of general use, carefully 
managed so as to equalize waste and 
minimize loss, should present for life 
insurance companies as safe and 
profitable a form of investment as the 
obligations of railroads or mortgages 
upon real estate. Railroads fail and 
the value of their bonds depreciate. 
Real estate mortgages have sometimes 
to be foreclosed at a loss. The per- 
centage of loss in the case of the obli- 
gations of well established consoli- 
dated industries probably would not be 
any greater than in the case of rail- 
road bonds and real estate mortgages. 

This investigation, bringing out the 
fact that life insurance companies, es- 
pecially those possessing the largest 
amount of funds,are investing directly 
or indirectly in what have heretofore 
been classed as speculative securities, 
will result in a decided change of pub- 
lic opinion upon this question. In 
other words, when the atmosphere has 
cleared we are likely to find that the 


conditions in New York life insurance 
companies, which now seem the sub- 
ject of so much criticism have 
been brought about by perfectly nat- 
ural causes and quite as much from a 
conviction on the part of those com- 
panies that customary channels of in- 


vestment must be abandoned, as from 
adesire to speculate with company 
funds for personal advantage. 

No doubt there is a ‘‘Wall street in- 
fluence’’ in all the New York compa- 
nies. We do not see how it can be 
otherwise, for the Wall street idea 
pervades New York City, indeed it ex- 
tends its influence throughout the 
country, touching Congress and the 
governments of all states. New York 
is the great financial center of the 
country, almost of the world, and itis 
hardly strange that the people who live 
and work and do their business in that 
atmosphere should be subject to in- 
fiuences not so likely to apply to man- 
agers of life insurance companies at 
distant points. The fact that the lat- 
ter are not engaged in the same lines 
of investment for their companies or 
for themselves,may not be due to lack 
of disposition but opportunity. 








NATIONAL LIFE UNDERWRITERS’ ASSOCIATION ON PUBLICITY. 








At its session Wednesday, Sept. 20, 
delegate J. J. Raleigh of St. Louis 
introduced the following resolution: 


Whereas, The public press, official committees, 
life insurance departments and legislative inqui- 
ries have disclosed methods and practices in the 
management of some life insurance companies, 
which if not criminal in their nature appear to 
be grossly irregular and in violation of the prin- 
ciples of the trust involved; and 

Whereas, These disclosures threaten to create, 
in the minds of the uniformed, suspicions regard- 
ing the integrity of management of all life insur- 
ance companies and to bring the business into 
general disrepute; be it 

Resolved, By the National Association of Life 
Underwriters in convention assembled, that we, 
the members of this association who have been 
chiefly instrumental in inspiring confidence in 
the minds of policyholders and in building up 
the magnificent structure life insurance, owe it 
to ourselves and to those who have reposed con- 
fidence in us, to oppose those influences which 
would tear it down; to demand that, if crimes 
have been committed, the criminals shall be 
punished and that those who have violated their 
trust shall be deprived of their trusteeship. We 


urge and insist that we are not willing to support 
in the field misconduct in the home offices. We 
oppose concealment or evasion and demand such 
publicity as will lead to a correction of abuses 
wherever they may be found. 


The resolution was referred to the 
executive committee which reported 
unfavorably on the ground that this 


action was ‘‘unwarranted and outside 
the proper province of the National 
Association of Life Underwriters.”’ 

A number of delegates, led by C.W. 
Van Tuyl of Minneapolis, announced 
their purpose to sign independently a 
resolution of similar purport to be 
sent out from the convention if it de- 
clined to take notice of the present 
situation. 

In view of this ‘‘split’’ action was 
deferred until the next day, when a 
compromise was reached, under which 
the report of the executive committee 
was unanimously accepted and the 
following resolution offered by Mr. 
Van Tuy! was adopted: 

Resolved, That the National Association of 
Life Underwriters record the fact that the funds 
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of the policyholders in life insurance companies 
of America have during the past half century 
been administered with a fidelity, integrity and 
ability which recent events have but served to 
emphasize; and be it further 

Resolved, That for the best interests of the 
policyholders and the companies, both of which 
in a special sense are committed to us, the asso- 
ciation suggests full and free publicity of the 
operations of the life insurance companies as 
best calculated to minimize future opportunities 


for evil and to retain the confidence of the public 
in the best, and what will surely grow to be the 
greatest, system of organized benetficence in the 
world—the business of life insurance. 


This resolution is most appropriate 
and the prestige of the National Asso- 
ciation would have suffered had the 
original recommendation of the execu- 


tive committce prevailed without the 
adoption of the substitute motion. 








WASHINGTON LIFE’S NEW LOW RATE POLICY. 








It is very likely that when the fol- 
lowing was written for the August 
Journal, the new rates and policies of 
the Washington Life were in prepara- 
tion: 

In view of the fact that many companies are 
constantly providing additional reserves beyond 
the standard adopted, it would not be surprising 
to see some one break away from the restina 
reduction of gross premiums. Something ap- 
proximating a non-participating rate, yet pro- 
viding fora distribution of any dividends that 
might be fairly earned, would undoubtedly meet 
with popular approval. This would seem to go 
far in meeting the difficulties which attend the 
dividend question. The policyholders would 
have a low rate to begin with, and the comfort- 
ing assurance that if anything was saved out of 
this, he should have it as a dividend. 

In previding the new policy forms, 
with the accompanying reduced rates, 
the Washington Life has done just 
this. Assuming that the public hus a 
far opp rtanity to learn of the new 
p 'licies, it remuins to be seen if they 
will le duly appreciated. The cco- 
nomis effect on the business of tho 
company will be watched with inter- 
est. At most ages the new premiums 
on non-participsting plans are but 
slightly higher than the net premium 
required by the American 3 per cent. 
reserve; in a few instances, the net 
premium is a trifle more On the 
participating plars the loading is quite 
small. 

For this reason the company can 
well afford to say very little about 
dividends beyond the fact that the 
policyholders are entitled to any that 
are eurned. The distribution of pos- 
sible dividerds at the end of each five 
year period will satisfy the present 


excitement for annual dividends, while 
still permitting the company to make 
an apportionment of them with far 
greater equity to all the members of 
the company than would be possible 
with annual distribution. 

Coupled with the radical change in 
premium rates is found an equally 
violent change in policy conditions. 

No provision for a cash value prior 
to the twentieth year can be found in 
the policy nor is there any stipulation 
for loans against the reserve. Coming 
just as the last reluctant company had 
been persuaded to liberal'ze its cash 
values and allow policy |: ans, this 
emphatic move in the opposi'e direc- 
tion 

We have been of the o;in’on that 
the limits of liverahte in poliey con- 
ditions provisions had heen 
reached 
ways swing the other way al‘er i xev- 
ing reached one end of 
movement toward a corservitive ¢ 
tract is not unexpecced. Indeed. it © cl 
be strange if the issue of mew pti 
from time to time does nots r nz lea 
this presumption. 

We believe that the new pol cies are 
devised to tes‘ theapparentd ma ad 
of the public fora Jow priced + vii 


isa direct shoek 


und 


1S utc ti-e 


withou frills, which shall we-ver 
best the orizina! and basic ideu «ct 1 ft: 
insurance,thitis protec‘ion'« the tim. 
ily or creditors of tho insured. If it is 
the company’s intention to really cise 


these policies an equal plaice end op- 
portunity with other varieties of is 
contract, a serious limi'ation bas bec 
put upon a snecessful test of tocie 
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popularity, by the amount of commis- 
sions to be paid for this business. 

No compensation at all the first year 
and nineteen renewals of 7*% per cent. 
seems bewildering at first sight. The 
renewal is so small, why is it limited 
the first year? 

The possibility of writing business 
at these rates is apparently so remote 
that it negatives the expectation that 
the policies will be freely offered to 
applicants. We all have confidence in 
the ability, skill and courage of Presi- 
dent Tatlock, which makes the disap- 
pointment keen at his neglect to fur- 
nish some statement of the reasons 
which actuated him in fixing the com- 
missions on the scale announced. A 
continuous renewal of 10 per cent., in- 
cluding the first year, to be paid the 
soliciting agent during the lifetime of 
the policy, while widely different from 
present practices is not unthinkable, 
and after the inevitable friction over 
adjustment to the new conditions 
might be productive of a fair amount 
of business. 

But unless there is something about 
the matter which is yet undiscovered, 
it is scarcely conceivable that any 
appreciable amount of business can be 
obtained at the rate of commissions 
adopted. If, as some writers seem to 
think, the new forms are to be used 
only when the agent is in dire straits, 
then their adoption must be strongly 
condemned as rate cutting for com- 
petitive purposes. 


LIFE INSURANCE AND OTHER BUSINESS. 


A prominent fire underwriter’s comment 
upon the life insurance business which appeared 
in the August issue of the Journal has naturally 
brought a prompt reply. The following ex- 
tract is from a letter written by a well known 
company official : 

*‘T think the commission paid by most fire 
companies ranges from fifteen per cent. to 
thirty per cent. of the premium, with the same 
commission on all renewals. What would the 
writer think if we paid from fifteen per cent. to 
thirty per cent. first year and the same on all re- 
newals? The life assurance business like bank- 
ing, railroading, the manufacture of paper, or 
any other great business, requires, to be under- 
stood, much thought and much study, and after 
careful investigation [ think any one would find 
that the progress that has been made in life in- 
surance in this country has been quite as great 
and quite as satisfactory as the progress that has 
been made in any of the other kinds of business 
that I have mentioned above.” 

The point made, of course, is a good one. No 
better way is provided for the correct under- 
standing of the principles which govern the 
prosecution of a business than a full and free 


discussion, such as this letter and its answer 
call forth. The other man’s point of view must 
be appreciated in order to arrive at an accurate 
judgment and correct conclusion of the quality 
of his performance. The common fund of 
knowledge would certainly be increased if there 
was a greater disposition on the part of fire and 
life underwriters to know something of each 
other’s business. 


ATNA LIFE company 





The Leading Insurance Company in New England 
and the Largest in the World Writing 


Life, Accident, Health 
and Liability Insurance 


Has been in Active and Successful Business 
over 55 years. 
ASSETS OVER PAID TO POLICYHOLDERS 


73 MILLIONS i146 MILLIONS 


Its Surplus, by Connecticut Standard, is 
$8,850, 426.65 

The 2tna Life Insurance Company is organized on 
the principle of the strongest Banks and Trust Com- 
panies by having a large capital stock ($2,000,000) 
widely distributed, and being subject to the close 
supervision of those who are financially interested. 
This gives assurance of safe and economical man- 
agement, thus making it in the best sense a policy- 
holders company. 


FOR AN AGENCY ADDRESS THE 
COMPANY AT HARTFORD, CONN. 


he LIFE, ENDOWMENT 


and ANNUITY POLICY 
ISSUED ONLY py THe 


PHCENIX MUTUAL LIFE INS. CO. 


OF HARTFORD, CONN. 
Is the Best for the Insurer to Buy or Agents to Sell. 
Covers every contingency of life. Particulars on appli- 
cation at Home Office. 





AGENTS IN ALL CITIES. 


TATE Mutua Lite 


ISLS 
...Assurance Company 


Worcester, Mass. 





INCORPORATED 1844. 


Financial Statement, Jan. 1, 1905. 


Assets... . $25,457,929.45 
Liabilities . . 22,905,552.00 


SURPLUS. $2,552,377.45 
A. G. BULLOCK, President. 


H. M. WITTER, Secretary. 
BURTON H. WRIGHT, Supt. of Agencies. 
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Insurance Journals worth 
Patronizing 


Insurance Engineering, 120 Liberty 
St., New York, N. Y. Especially devoted 
to engineering matters, particularly in their 
relation to fire insurance. The only pub- 
lication of its kind, and particularly valu- 
able to insurance experts. 

Price, $3.00 per year; 25c per copy. 


The Insurance Field, Louisville, Ky. 
Branch offices, Chicago and Atlanta. An 
up-to-date weekly newspaper covering all 
departments in the Southern and Western 
fields. Of particular value to agency in- 
terests. Special life insurance supplement 
once a month. Covers its particular field 
better than any other paper. 

Price, $3.00 per year; single copies 15c. 


Insurance Post, Royal Bldg., Chicago, 
Ill. A fortnightly insurance review. 
Strong in its editorial articles and contain- 
ing features of special value to all insur- 
ance men in the Western field. 

Price, $2.00 per year; single copies 15c. 





Insurance Press, 120 Liberty St., New 
York, N. Y. A weekly newspaper cover- 
ing all branches of insurance in the East- 
ern field, as well as general and specific 
information of interest to all insurance 
men, Contains special features in fire and 
life departments not found in other papers. 

Price, $5.00 per year; I5c per copy. 


The Standard, 60 India St., Boston, 
Mass. An enterprising weekly covering 
the New England field in all branches 
better than any other paper. Contains 
special features not found in other publi- 
cations. 

Price, $3.00 per year; single copies Ioc. 


Weekly Underwriter, 58 William St., 
New York, N. Y. A weekly review cover- 
ing all branches, strong in its editorial 
comment and making a specialty of insur- 
ance returns by States. Also has the best 
information respecting State insurance leg- 
islation. 

Price, $5.00 per year; single copies Ioc. 





Western Underwriter, 145 La Salle St., 
Chicago, I11., and Cincinnati, Ohio. A first- 
class weekly paper covering the Central 
Western insurance news better than any 
other publication. Indispensable to fire, 
casualty, and life agents in that section. 
Special monthly issue relating to life in- 
surance. 

Price, $2.50 per year; single copies 15c. ; 
special life number, $1.25 per year, 20c. per 
copy. 


The Life Insurance Educator, Louis- 
ville, Ky. A monthly publication designed 
to educate and assist life insurance solici- 
tors in their work. Occupies a distinctive 
field which it covers in a unique way. 
Joseph J. Devney, Editor. 

Price $2.00 per year; single copies 20c. 








FORTY-FIFTH YEAR. 


HOME LIFE 


INSURANCE COMPANY OF NEW YORK. 
GEORGE E. IDE, President. 


Admitted Assets, - - - $16,606,229.07 
Dividend-Endowment Fund, 1,290,036.00 


(Deferred Dividends) 
Contingent Fund, $228,211.31 
Net Surplus, 1,134,104.25 


Insurance in Force, - - 


1,362,315.56 
74,892,289.00 














THE 
FIRST MUTUAL 





Chartered in America. 


NEW ENGLAND MUTUAL 


LIFE INSURANCE COMPANY, 
BOSTON, MASS. 
Operates on a full 3 |-2 per cent. Reserve 
under Massachusetts Law, and offers 


the very best possible security, with 
a safe, equitable contract. 


FINANCIAL STATEMENT. 
ASSETS, $38,324,422.73 
LIABILITIES, 34,638,296.48 


$3,686,176.25 





SURPLUS, 


BENJ. F. STEVENS, President. 
ALFRED D. FOSTER, Vice-President 
D. F. APPEL, Secretary. 


WM. B. TURNER, Ase Sec’y. 
































EVERY MAN INTERESTED 


In selecting a profession 
that offers the greatest 
prospect of success 
should read the book- 
let ‘“‘Careers for the 
Coming, Men,’ by 
Hon. JohnF. Dryden. It 
is a practical discussion 
of the opportunities of- 








& STRENGTH OF, 

? GIBRALTAR! \\#° ’ 

Wiive ties Lf ‘ fered in the field of Life 
Diow Meee Insurance. A copy will 

be sent, free, upon re- 

quest. 


The Prudential 





INSURANCE COMPANY OF AMERICA. 
Incorporated as a Stock Company by the State of New Jersey. 


Home Office: JOHN F. DRYDEN, 
Newark, N. J. President. 
Prudential Agents are Money Makers. Open 
Territory for Energetic Men. 


The Grand Prize Was Awarded The Prudential 
at the St. Louis Exposition. 


$94,000,000 


Paid in Fire Losses 
in the United States alone during 


56 YEARS 
BY THE 


LIVERPOOL 
“” LONDON 
““"’ GLOBE 


Insurance Company. 

















ASSETS U. S. BRANCH, 
$12,056,918. 
NET SURPLUS, 
$5,160,000. 


CONFLAGRATION PROOF. 
NEW YORK OFFICE, 45 WILLIAM ST. 


National Life 


Insurance Company 
OF VERMONT. 
Established in 1850. Operating in 42 States. 


JOSEPH A. DE BOER, President H. M. CUTLER, Treasurer. 
JAMES T. PHELPS, Vice-Pres. A. B. BISBEE, Med. Director. 
JAMES B. ESTEE, 2d Vice-Pres. C. E. MOULTON, Actuary. 
OSMAN D. CLARK, Secretary. F. A. HOWLAND, Counsel. 











This Company held January 1, 1905, and gained 
during the past decade: 


ASSETS, . . $31,398,453.67 Gain, 184% 
SURPLUS, . . 3,458,075.90 Cain, 142% 
INSURANCE, 134,761,554.00 Cain, 107% 





Sells the Best and Most Modern in Life, 
Term, Endowment and Annuity Insur- 
ance. 

JAMES T. PHELPS & C0., State Agents, 
159 Devonshire Street, . . BOSTON, MASS. 











The Mutual Benefit 


LIFE INSURANCE CO. 
NEWARK, N. J. 





FREDERICK FRELINGHUYSEN, President. 





ASSETS (Market Values), Jan. 1, 1905, $93,237,790.27 
RI $6.40 wenadcaeecteussessses 85,918,227.30 
a ee eee 7,319,562.97 


MUTUAL BENEFIT POLICIES 


CONTAIN 
Special and Peculiar Advantages 
Which are not combined in the 


POLICIES OF ANY OTHER COMPANY. 








STATEMENT, JANUARY I, 1905. 


Cash Capital $1,000,000.00 
Premium Reserve . . ‘ 2,524,219,17 
Reserve for Losses under Adjustment 182,967.55 
Reserve for All Other Claims - % 6,287.51 
Net Surplus , 2,639,225 50 


Total Assets $6,352,699.73 








Commercial Union Assurance Company, 
(Limited) 


OF LONDON. 
PINE AND WILLIAM STREET - NEW YORK CITY. 


Berkshire 
Life Insurance Co. 


OF PITTSFIELD, MASS. 








Jamus W. Hott, President. 
James M. BARKER, Vice-President. 
J. M. Les, Actuary. 


THEO. L. ALLEN, Secretary. 
Rop’t H. DAVENPORT, Ass’t Sec’y. 





This Company, with its more than fifty years of 
successful and honorable practice, its solid finan- 
cial condition, its fair and liberal policies, all sub- 
ject to the Non-Forfeiture Law of Massachusetts, 
commends itself both to policy-holder and agent. 





For circulars and rates address, 


EASTERN MASSACHUSETTS AGENCY, 


40 Water Street, Boston, Mass. 
DYER & FOSS, Managers. 





























